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ABSTRACT 



docuaent is 



focusing on asking and esing a financial plan, this 
one -in a series -of three consuaer education scdules 
developed to educate individual adult ccnsuiers in iaportant areas of 
consuaer affairs. >n introductory section provides an overview of the 
Bpdale. jCodtents, suggested approaches fcr using l3ie aodule, and 
suggestions for working with adults. Preceding the ccnceptiial outline 
of the learning nodule is a comidete list of objectives and - o 
coapetencies covered by the nodule. The conceptual octline includes 
^the objectives, competencies, and suppleaent-al narrative related to 
®*S ^f the following units of study: porfcses cf financial planning; 
aaking a financial master plan; iapleaentiftg the financial aaster 
plan; and handling financial problems. Iwo ove^rvj^w approaches. 
(i«*^er/lecture-oriented p^^esentation and discussicn-oriented leader 
activities) and an in-depth, approach f cr^presenting" the vnits are. 
outlined by 'providing the following iaforaatico: section of module; 
type of activity; ti«9 required; preparation needed; and description 
of -Activity. Sources ate listed for fcrther reference, and an 
evaluation plan is described. Finally, eleven transparency masters 
are appejja^a, (A related manual on "financial counseling is also 
available, CE 016 110.) (BB) >' 
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Purpose of the Kodulei 



This series of Consumer .Education Modules has been developed In 
aa effort to educate ladl vidua! adult' consumers In what have been 
determj^g^u to be the most important general areas of consumer affalirs 
education. Comnunlty leaders /"extensloiiv personnel, educators, fln^clal 
counselors, and people In business are encouraged to use these modules - 

In conducting group se8sl9ns for adults Interested in developing more 

• ■ ^ ^ '''''' -'^ - " 

competence In various are^ of consumer education* 

Each module Is self-contained In that someone with- no prior ex- 
perience in teatchlng, coordinating, or directing learning ''can be successful 
in conducfing a group consumer learning session* 
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- i 'J Introduction • 

. vi^Ii^flatibn, unemployment, bankrupt cy~ these problems ^are becoming 
real and present In the homes of many Americ4^s. Although no one solution, 
±f/ any, can be offered to remedy these problems, one thing that each 
ikdlvlduar family caji do to help themselves Is tp make and ^se adequate 
fiinanclaj. piano and records . Financial jplahning involves a wide ?ange 
of f^ictors that all of us may not consider. We sho^ild know the severals^.^ 
considerations needed^ in making a financial plan and the steps to follow 
in Implementing this. plan. ' A 

This, modiilV contains two suggested approaches to help you, as the 
leader ^ help otb^f 8 become more responsible consumers in the area of fin-* 
ancial planningf^ ^^'Both an overview approach and an in-depth approach are 
presented for yciiir use. * • * . , 

Contents of the Module 

This module, entitled, "Making and Using a-Fltiancial Pran", contains 
the following 'cpmpon^ts or areas of understanding; ' ^ 

^ . I* THE PURPOSES OF* FINANCIAL PLANNING ¥ 

/ II. MAKINd A FINANCIAL MASTER PLAN 

III. DfPLEMMTING THE FINANCIAL MASTER PLAN 

IV. HANPLING FINANCIAL PROW-EMS ' , . 

^1 Each component includes an overall objective, Sart^^er specific ob-' 
Jectives, competencies which, hopef^ly, the learner will have developed 
*upob conq)letion of the subpart, a conceptual outline with supplemfotal 
.nartative coiitdinlng the informatifbn to be covered, leader activities, atijl 
transparency masters (located in/the Appendix) which can be used" on an \ 
optional basis to implement the /sugge^ed activities. Mych of this inforV 
matlon is included for ]jour benefit 'and will not be seen by the Itorner^. \ 
You will want to read and exajnine the entire module carefully Before \ 
presenting it to the learners. ' This will help you. to Understand the , 
informs tionji-in thia module more fully, an4^will allow you to make sonte * ^ 
tenative choices about which activities to* use. in the learning situation/ 

Other features of, the module are sources of further reference, an 
evaluation device, a form for you to rietum concerning your reactions to 
your use of this mod ule, and an appendix. 

Overview Approaches . V ' 

There are two byervlew approaches^ Incladed-as/suggested-pr^sentatibna- 
for one .session which covers all' of -^he'niaterliil , In tfie module In .a 50 minut 
time period. These could be. used at dlnnerTmee^^ or luncheons; aa a 
program for a men*s or women's club meeting; ^s k program for the elderly; 
or any other meeting of adults who,jplght be InterfestedHn learning to Im- 
prove, their financial planning. The first of i these .presentations Is a 

Leader/Lecture-Oriented Presentation".^ In this oVetSllew, you as the leader 
would do all of the talking and explaining/ unless , W course, -there are 
questions. The second of these Ziresentations Is. a 1'piscusslon-Orlented Pre- 



* J ■ .1 ^ ■ 

sentatlon"* In this overview, you the leader would explain some of 
the information and then ^encour^ge- the g^oup t6 contribute »by asking 
them questions, having tliesr'^aw conclusions about a case study, and so 
^ >forth. You should review both of these presentiations thoroughly before 
deciding which overview approach you would feel more comfortably using 
or which would be more appropriate for your group of adults. It may be 
that -you will^present the overview to a group of adults whose interest 
itT the area of financial planning will be increased by your presentation. 
If they express a desire to learn *more about financial planning, tWe. in- 
depth approach can then be used, with the same group, to cover any .par- 
ticular area of .interest, or to cover all four components. • 
c • ■ 

In-depth Approach ,0 > 

^ • ' ' . V. • 

The in-depth approach is for presentations which cover all of the 
material in the module in two sesEtions of fifty minutes each. (Session 
#1 would cover I and II, Session // 2 -would cover III and IV. > The activities 
on the Leader Activities pages for this approach are more specific and 
cdver the« material in the conceptual outline and the supplemental narrative 
in more detail. The leader activities for each unit are iggestions. , 
Those which are strongly "Recommended" and most vital to accomplishing 
the objiactivey are labeled, ''R". Those activities which are "Suggested" 
and may be' necessary for adding depth to. the learning are labeled, "S". 
Those which are "Optional" and can^be done if (time permits, are labeled,! 
"0". - • . 

. Xpu should select what you believe to be the most Suitable activities 
for acconq[>llshi^g each objective with your particular group of adults. 
This may depend upon the people in yoor^-group, the facilities and equipment 
available. {:o you,, the time you have to present the material,- and the 
degree' to' which you. feel comfortable using the various methods 'of presen- 
tation. Emphasize first, thoge activities labeled "R"; next, those labeled 
"S"; and finally, if time permits, and should you decide it would be bene- 
ficial, those "labeled "0". It is not advisable to ,use activities out. of 
sequence unless, of course, ^ you have determined that your adults already 
possess somfi of the more important competencies. 

Wherever an asterisk (*) appears there is a transparency master - 
(located l^n the Appendix) , which can be used for the particular activity. 
^ You may pref€ir to make and distribute handouts of the information, use a 
flip chart, write the information on a chalkboard, use any oth^er activity 
which wil^ help co accomplish the stated objgptives. ?ach activity is stated 
in such a way that you can use whatever method of presentation you are^ most 
comfortableYwith and whichever you feel will be ifto^t effective for youg: 
particular grpup of learners. Imaginatiori and creatl^vity in the method of 
presentation are encour^ed. • ' ' • 



Suggested Procedure for Use of Each Corhponent of the Module 



1. First of air, inform tju^ group on. the major and specif i^objectives 
for the unit. This can be done either. by reading them to the group or by 
showirig the component transparency. At this time, the' first activity 
should begin. Activity Number One in each component is especially designed 
to serve as an oral/ pretest far the adults iVi your *groug. This is a unique 
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feature of these Consumer Education Modules • This activity consists of ^ 
a list of questions which /you can ask to begin the dlscussloiT, to intro- 
duce the unit, to stimulate thought, and very* Importantly , to determine 
to what degree the learners inv^your group already have ah understanding 
of the information. If,, after presenting the first two or three questions, 
you have succeeded in eliciting a favorable response from the group, you 
may wish to proceed 'immediately to stating^ the generalization* This 
method of transition- to the second activi^ty is an approach that- will help 
you save time. • ' " \ 

( \/ 

'I 2. Proceed with the second leader activity which you have.determinecr' 
/will be most feasible for j^our group, the setting, and the time available. 
After each activity,, it is recommended^ tthat you ask if there are any 
questions or if anything is unclear. Once the first c'omponent is com- 
pleted, 'the same procedure shoftld be used for each successive subpart of 
the moduli until all e^re completed. You will notice that on page 69, 
there is a section which lists a variety of references. Ypu as the leader 
can use these for additional background inf oripation on the topic. One 'or 
pore of these references should be aval lab le« in your local school, public,- 

• 6r college library, "If not, you may wish to order several of these for 
your use, . . . , 

V 

3. Finally, after all of the units have been completed, some form of 
evaluation should be conducted. Since you are wc^Trkirig with adults, who 
are most likely in a volunteer situation, there is no, formal posttest for 
them to comple|:e. .Ideally, they should have been^ evaluating themselves 
throughout «the session(s) in terms of th^ir individual objectives. Provided 
;n the module is an evalu^ticiV|'device which can give you some indication^ as 
to what the learners actuallv/^id gain from the session (s) and how effective 
your methods of presentation were so that , you may alter th^m^* If necessary,- 
or make note of those activities which seemed to be especially effective. 

• • -» * 

Sugf^estions for- Working with Adults ' • 

/.^^ ^ ■ ' ' . 

- ( Since you will be working'wlth adults, it would be helpful to identify 
some ideas to keep in mind about adult learning situations. / First , th^s 
learning setting should be both attractive and informal. This should be a 

somewhat different atmosphere than that of an* Actual classroom learning 

situation. The intormality is especially important because the leader jieeds 
to establish and maintain a good rapport with with the adult learners, in 
addition tg^emonstrating respect for them as individuals. Second, by ' 
trying, to. some extent, to determine • the life style and spending patterns 
►of those present, you can better assess the future educational needs of the 
grSup; This will help y6u identify the direction, scope, or cioncentratlar 
of your coriisumer .affairs education presentations. Third, encaarage^^tfi^^ 
leamer|3 st6" self-evaluate „ their own p^riva te consumer— behavior throughout 
the' session (s). Suggest: tl>^t they a^^ ttiings^re^todear-r- 

_ Further_^, you mig^^r^JJinnen^^ and exjperi:^ 

ences J:ha^^^^^ it is ap^Efl^^^i&^^V- so^j^ 

,,vthe^ whole^group ml^^ht;:J>etie^lt fr^ learning ab.ojit-thE'se'*^e^er^^ 
learner's e35,tan:t of knbwledge^^and_jjjJtei^^ 
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of the-^area'^lXjie^lea j6b to *see thaX^he-^adiftTrT^ar^er 

Vgets-what 'he wantsVV in- the learning""sessions:jvI:Remember to keeji th^se .ideas 



In mind, vhen working with adults; respect the learner at all times; try not 
to force your opinion on others; take breaks from time to time rather than 
meeting for a long, \ extended time span; and, help give them a feeling of 
worth. ' 

An indication of your Success may be your adults requesting a follow-" 
up session on the topics covered. Our suggestion for this presentation is 
to moderate a session with one or. more guest s^^akers. ,Thls might serve 
as a third indepth session or as a follow-up to one of the overview pre- 
sentations. , ' . ' 

We hope that the suggestions fipr using this hiodule.-will be useful to 
you and that the purposes of the module will be achieved with your adults. 
In aU of the modules, the major objective is to educate individual adults 
in consumer affairs education. We hope ^nd ^trust that the modular approach 
used here will help you in this effort. ^ I . 
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MAJOR AND SPECIFIC OBJECTIVES: 

t 

MAKING AND USING A FINANCIAL PLAN 

I. THE PURPOSES OF FINANCIAL PLANNING • ^ 
.Major Objective; -To cite the major purposes^ for and assumptions ^ ' 

underlying the concept of financial planning. 
Specif Ic' Objectives : To list ways In which financial planning can 

Improve the over-all well being of families 
and ' Individuals • 

■ , ' p ' • 

' II . MAKING A FINANCI^ MASTER J'LAN ' . .. * 

Major Objective: To devise a f Inanclal'^master plan to chart out ) 

• the financial objectives of a family o# in- 

dividual over a number of years. ' ^rf 

Specific Objectives: To determine the net worth of a family or in- ^ ^ 

• : ^ '.dividual. 

To list several types of resources available to 

a 'family. * » ' * ^ 

To define wh^t is meant;; by disposable income. 
To list and cite examples of the three types of 

g;pals in financial planriing. . V 
To identify ways of determining expenditure patterns.. 
To distinguish be'tween" fixed and variable expenses. 
To understand^th^ importance pf savings and of 
planning-'^or an additional Emergency ^fund. • 
•* ' * 

111. IMPLEMENTING THE FINANCIAL MASTER PLAN 

Major Objective: .To visualize implementation of the financial master 

plan through the use of budgeting and periodic;' • ' . 
* ' eval^iatlons o^ the plan. . 

Specific Objectives: To -reco^Jnize that budgeting is a short-term tool 

that helps th.e family achieve their financial ^ - 
objectives." 

^ list the steps involved i.n the buiigfeting process. 
To devise a pefsoilallzed budget for. a family. / 
Tp unders,tand the importance of closely evklu^txng.--^ 

the budget. * - - 

To note ways of adjusting the budget to<;^^ter suit 

the family's ne^ds and wants. 
To list wrfys in which to evaluate and adjust the 
financial master j}lan'. 



MAJOR AND SPECIFIC OBJECTIVES: 

; - • MAKI^ AND USJNG* A FINANCIAL PLAN 
j (Continued) 



HANDLING FINANCIAL "PROBLEMS 
*Majot Objective: . To Identify causes and ways to alleviate frequently 
4f ^ occurring financial problems. 

Specific Objectives: To Identify sever&l frequently occurring financial 
• ^ problems. 

To list typical causes of ^financial problems, 
' . * To utilize several formulas for calculating when 

you are over-extended, 
6 \ ^ To IdentU^fy measures that can be taken to alleviate 
' * - ^ ever*extension. 

' . ^ " , TO list, sources of assistance and counseling for 

oyer'-lndebtedness^ . 
To examine bankruptcy procedures and their use In 
, solving financial problems. 



. COMPETENCIES:. : . ^ 

MAKING AND USING A FINANCIAL PLAN 

I. THE Purposes of financiai^ planning 

Competencies: State the inaln purpose of financial planning. 

lAst three Ways in which financial planning Improves 
\ : the level of living of families and individuals. 

Cite three advantages to ^using goals as a basis for 
financial' planning. 
" Discuss ways in which financial planning, can help 
one avoid and/or relieve a particular financial, 
difficulty. 

li. making A financial MASTER PLAN / 

Competencies: Determine the net worth of the learhisr's own family. 

Total all sources of income for the family and list 
• other resources the family hats available, for use T " 
Def iner the term's disposable; income , fixed elxpense^, 
and variable expenses. ^. " > ' * 

Give examples of a£ least two types of^ f -uxed-and" - ~ 

^variable expenses. 
Give an example of each of the three types of •goals 
that may ^be included. in the family's financial 
plans.. ^ 
.Identify how a family can determine its expendltij^re 
' . patterns. ^ ' 

Determine the amounts that the family should reserve 

forijjavings and for emergency fynds. 
Develop a set of >^ltten records that the family can 
use in making and implementing their long-term 
financial plans,. 

I . ' • . *' 

III. IMPLEMENTING THE FINANCIAL MASTER PLAN ^ 

Competencies: IJnderstand the role that budgeting plays as a short- ^ 

; \ term tool in accomplishing f Inanclal objectlyea. 

Uist the steps i^nvolved in ^ the budgeting process.' 

E|icamlne sample budgets , and devise < a budget t^orksheet 

' • i' ^ \that fits the needs of .the ,l|lp.vldual family. 

'cite examples of the types o|!:^8irtegpries that should 

pe contained 1x1 the family budget. - 

Practice accurate record keeping in budgeting. i 

Realize the Importance of evaluating the biulget ^ ^ 

periodically. ^ / 

List exaiaples of adjustments that a family might make 

in their budget to make it better suit theirs needs 

and wants. 

List factors Involved in evaluatii^g the total financial 
master plan<^. 
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COMPETENCIES : ^ 

• ■ ~~ ■ - ■ /■ 



MAKING AND USING A FINANCIAL PLAN 
vContlnued) 



IV, HANDLING FINANCIAL PROBLEHS ^ . 

•Competencies: List several types frequently occurring findnaial 

problems and cite^sXible causes for^ese 
problems, ' A \ 

Demonstrate by using &ne ,oir more formalas, how a 
( family can determine if they are financially 

over-extended;; , * 
Cite several adjiiatmentsv a family caii iiike to alle- 
^ vlate over-extension 6f debt* " X 

^^^^ tUree sources that can provide help ii^getting 
. ' out bf debt. \ ' ' A 

^^8^inguiiBh.betwe& the two types of bankruptcy that 
may be filed to relieve indebtedness. ] 
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CONCEPnjAL nUTUNES. 



(Wi-m Objectives AND Supplemental Narrative) 



1/ 



16 



\ 



/■ / 



I.: THE PURPOSES OF FINANCIAL 
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SECTION I; .THE PURPOSES OT FINANCIAL PLANNING 



^^OR OBJECTIVE: To cite the. major purposes for and assumptions under- 
lying the concept of financial planning. 

* . -*• 

SPECIFIC. OBJECTIVES: ^ To list ways in which financial planning can Improve 

the over-all well being of families and inddvi- 
duals. 

r • . , ' ■ ■ ■ ' 

• - - \ 

To underf^tand the importance of setting goals dn 

^hich to base financial plans. 

' . * ■ " ' ' ■ . • . . . . » 

LEARN&l COMPETENcilfeS: State >tHe main purpose of financial planning. 

List thre'e ways in wh^cl)^ financial planning 
' IpV^Wea the ievel of l;Lvlng of families and 
" individuals." * 

Cite^ three advantages tl3 using goals as a basis, 
iT for financial planning. , ' / 

Discuss ways in which finaincial planning can Ivalp / 
one avoid and/or' relieve a particular financial ^ 
; cliff iculty. ; ■ \ ' ■ ■'■ -.^ .. . 



CONCEPTUAL QUTLTNE 



Reminder:. . This is a conceptuail. outline. In which both the major and ioilnbr 
ideas are presented. The accoiiq>anylng y Supplemental llarratlve*^ 
expial& the con<;epts aiid giyea an i.dea' of how the. material migljt be prer 
s^nted'^co an audience^ For additional information on the topii^s, review 
one or more of the', specif ic references noted >n pages 6.9^-71. 

X. Purposes and Assumptloiis of , Pinaiicl^l Planning 



A* 



B. 



C. 



D. 



the ability to accomplish flnaitjj^lal objectives is xtdt equal to 
ith'e 8 l?fe of' the income. 

Flhanj(^lal planning ijiq)roves .the\lev^i of*. living, of families and 
indlvldtials. - ^ 
1^^ Material goods 

2. Spc££t^ status 

3. Psychoioi^lcal^ 

FliumciaT plaimJMg^ relations when changes , and 

loprovemehts can be ae^n by the^^family members. ; 
Xon^tepD' and short*" term goals usually can b^ achlevedjpore 
satisfactorily through; fina^ / 

1. Values must be clarified:. . . . 

2. Fatilly ^at establish pilorlties depending on their stage in 
the famll^/ilf e cycle. ^ v - 

3. Goiaia i^ust bie realistic. 



4. Setting and working toward goals leads to better organization 
of family activities and utilization of resources. 

E. Planning can help avoid a particular financial difficulty. 

1. Plan so that djebts will not accumulatiB unnecessarily. 

2. Short-term goals may be postponed or shifted to long-term 
to avoid financial stresses. ^ 

F. * Planning can help to' relieve on^elf of a ^partlcul^ financial 

difficulty. ^ 

1. Helps you know when you are over^-extended. 

2. Hqlps you identify ways in which to get out of debt/ — ~- 

A. ■ • • • ■ ■ ■ . ■ . ■ ' • : , - 

- ^UPPLEME^TAL^ RARRATIVE ijf 

Why Use A Financial Plan? 

^ Would you believe that a f^araily with an annual income of $21,000 
could not make ends meet? Regardless of the size of the; income,/ many 
families^ do have this probleih* ' In the case tfhe faintly mentioned, 
the husband had been- earning a good salary for several ye^rs, but part 
of thd problem was ttiat^ the family could not stop ispending. Bbth^ he and 
his wife were equally careless. No plans wei^e ever made for spendin^^ 
for savings, or for future goals. Simply put , ther6 were no «pJLans_at 
all. since their indebtfedn^ss"amounted to over $36,000 with asse 
amounting^ to only'' $A ,500, this family ended! up filing- for bankruptcy, . 
This 'illustrates that, rich or poor, all- families have a need tor some* 
sort of* financial •^lannlne. . ' ' , , 

• Hie purpose of. financial planning is not tO'in.crea8e the Income,' 
but to systematically determine the most ef^|ectiye way to spend the in- 
come that lis e:q?ect€{d. to be' eam^^d. by ^the fainily. It is fbr thit reason 
we (^n ii^(]ke the assumption that the ability .4?o accomplish Mhancial 
objectiyes is not equal to thiB siase of^thcf family's incoiae. A carefully 
mdie. f inanc^^ P^-^'^ can utilize income- to i^aprove the family level of 
liyirig in taiy aspects;^ Let's list some, of the ways in which financial 
planning can help^.famll^^ ^ 

* The most Qbvlo^ reason for financial planiiing is to allow the 
family to Is^rpVe their material l^yel of"^ living,; to buy more and better 
gbods ^d^servic^s; 1^ Improves ^^ t^ status of the 
family jia This is 
iwMlIy a;c bf achleVtng . the .goalsi thie family |iaa. set for . 
t^ise^^ fajidiies this status-^ a ^oal in itself. 
Alqn|;-W^ of^others, these material 

• goods prpvlde^ hidden psycjiioiogica^ isatlsfaGtlons for the family 

mieinberd* /This li* a factor that cannot be ovet looked in paking the 
fixianciial pikn. . / ^ 

. ^ Monii^y . probleW divorcVs and suicides * 

in the past. . This lis evidence 6{ hoW Impottaiit financial planning" can be 
Iri^j^nt^^^ relatiphships witKln the f^ly. Through 



the use of a set pre-determined. financial plan, the family members can 
see the imptovements and' changes that are being made in the management 
of the hqusehold. Relieving pressures, providing a sense of sharing and 
togetherness, and maintaining fairness and equality among the family 
members in dealing with financial matters cannot help but improve family 
rel^tion^. . t ^ 

We have mentioned indirectly the iiq^ortaSbe of setting^^ioats^^'la^ 
financial planning. Many lamlllea have goals set, .but Ho not plan 
^ financially to accomplish them. Both .long?^tetm" and short-term goals 
can be achieved more sat^LsfactorJJty^hfough Including these In a 
flpanclal plan. Setting goal9 liTvery Inpprtant for a family as dl; 
foi:ce8 them ^o examine and xlarlfy their values, ^ey must decide 
what Is Important to them, what tHey will forego to attain this, and 
what values will. take tpp priority In their lives . The. priorities 
for cthe family will often depend oh their stage In the* fandly ^ life 
cycle. ^ Hie same basic goals, for example to purchase second car, 
might take Iw priority with a young couple and first ptlorlty by a 
fjam^ly with children in high school or may not even be considered 
by a retired couple. What ever the case, may be, getting and working^ 
toydrd these goals leadaT^o better qrgknlzatlon of family activities 
and requires the family to devise ways Ip which to use the^ available 
fesouircea 111 brdet to best attdln the deeiired goals. > < 

Throtighout this process of clarJ^fylng values, setting goals, and 
Incorporating these goals Into the financial plan, it Is/very lnQ>or- 
tant for the familyVto'be realistic' In what they actually expect to 
accopipllsh. Unrealistic goals will only^/iisappolnt and frustrate the 
family In ;thelr efforts. ^ . a, 

\ ' ^ - ' ^* ' - ' ■ ' ■■ ; ' ■■ ■,. . ,■ " •• 

Another purpose of financial planning is to help the family avoid 
financial 4ifflculti68. ;^WfeKh a, written plan, the ifamily cdn allocate 
their income „t6 see exact ^ where the money^ needa to be spent. So, it 
is lesis likely that large dfebta will accumulate unnecessarily. Through 
the use of stated goals, the fiamlly can look at thelr< objectives and \ 
decide which ones mlghC br postponed for' a while in order to avoid 
oyer-lndebtednt^ss. For families who ,are: already; having financial 
difficulty., a written pl^ can help ;%hem to see yhere they are over- 
extended in their credit ti^age apd help them Idehtify vays thlit they a 
can cut 4own on apendlihg to reduce debts. 



SECTION^tl: ' MAKING A FINANCIAL ASTER PLAN 



MAJOR OBJECTIVE: 



To devise a financial masteid plan to. chart out the 
financial objectives of a faidlly or individual over 
a number of yeai 



SPECIFIC OBJECTIVESj 



To deter:mlne thfe net worth of a fimlly or Individual. 
To list severa/ jtypeis of resources available to 
a family. 

To define wh^t dts* meant b^ disposable Incom^^ 
To list an^cite examples of the phree* types of 
^gbals,^4^i fihanrcial .""planning* 

Tp -Jrd^intlfy ways of determining ekp^ndltur^ patterns 
To distinguish betwce- fixed and variable expenses. 
To understand th6 importance of swings -and of 
planning for an adcTltion^l emerjgency fund* 



LEARNER COMPETENCIES: 



Determine the net worth laf the'; learner 's ow?v 
family. ' ^ k'^ ' " " 

Total all sources of Inbome ^or the family and 
list -ther resources the family has available 
foir use. \. ^ r, « - ^ 

Define >the terms disposable income, fixed expanses, 
' and variable expenses*- . ;\ 

Give examples of at least two types of fixed and 
Variable expenses. ' . 

Give an example of each of .the three types of 
goals that may be Included in t^e family's 
financial plans. * . \ , ||^: 

Identify how a family can deterrolne.. lts^.\i^xpen- 
dlture patterns. . . 

Determine thfe amounts that the^ family should 
reserve for sayings and for -emergency fuqds.- ^ 

Develop a set of written records that iithd f amlly 
can use in making arid implementing thilr long-^ 
term, financial plans I i ^ , ■ 



CONCEPTUAL OUTLINE 



Reminder: This is a con(iej)tual outline in which! both the major and \minor 
ideas are presented. The accompanying *'Suppleme|ntal. Narrative" furtjiier 
explains the concepts and gives an idea of how 'tjhe matet^al might be 
preseiitecl to an aiidlencS. OFor^ additional • itiformation on the topic p review 
one or, more of the^ ^paciflc references |ioted on pages 69-*7jj.. Q 




Making a Financial Master Plan 

A. Determining family .resources- 
1. Current n^t worth - 

a. . tlablXltles are subtractec 
, . 1), liabilities (the amou^ that 

2)\assets (the current value ^ot^^^g^^j^f^^:^^ y u, o\mr:Tp2.\ 
^cash/ savings, and_olJb«^ cj^jp^^d on hand) 

b. The\, dlfference-^between these tt^c^ Is vhat the family 
Is "worth" Monetarily (tliat which. ceuldVbe converted to 
money 'after all debts, are palJ) . > - ^ 



2. " Estimating projected Incomft 

a. Wa^s*^ and salaries * 

b. Spclal seciurlty benefits' ^ ^ - \ — '7'^ 

c. WelfajTjB payments ' ^ \ ^ 

d. Food stamps / ^ . 
"e. Pensions^ * ' * I 

f. Other income (in^^estm'ent dividends, Interest from savings, 
tax refunds, giftis and bonuses \ ; 

3. Determining nfet or c|^sposable incoma. ' \ 
a. Subtract federal and states incomis taxes. y 

. b. Subtract Social Security tax^payments . \ 

c. Subtra;/t retitement fund contributions; \ 

d. Subtract life and medical insurance, credit unions, and 
otrKer deductions. - 

e. Remainder is "what the family actually has to spend. ' 

4. Other resources 

a. ^ ^H(^usehold production , , 

b. V Special talents , skills , and knowledge of family members 

c. Free ^resources such as lifcrary, parks, comnuinlty recreation 
I programs - * ' , " - \ 

B. Projecting expenses ' - , ^ \ 

1. .Realize that some exjpenses are fixed and others are vi^rlable/ ' 
^ 2. Determine goals. ' . ^ * ^ 

.a. Long-term goals (5 or mor? » ^ears) ; / 

. 1) Education of childfgh , ' . \ ' 

2) Savings for retirement , * , 

3) Debt-free home ^ , ^ ^ V . 

4) b thers \, ' * ^ \ \ 
. b. Intermediate goals (3 to 5-years) ^ ; - : - ' 

1) Buying ^utqmobile 

v2) Dqwh payment on home . ' . 

3) Purchase major appliance ' * ^ , 

-4) Othiers v . - * 

c. Short-term goals for current year * 
, 1) Meeting fixed expenses . , » 

2) Reducing debts * ' 

, , 3);Vacatipn ' ' ..^ ' ■ ■ ■ / 

. 4) Recreation of ^special riBcreatlon ^equipment 
"'5) Others ' ^ ^ '.o ^ ; ' 

3. Determine previous spending patterns. 



^1) 6ld ch^eck stubis _ ^ 



^ g^^^^^f : % tecoxd - of 



'^■■■^^"^'^^-■^ « • " Plaiv X^ifc the^ 



5^ ^^^^ 




5. 
6. 



2) Installment l^ayments— • 

3) Other' " 

total financial . . ■ ; ' 

Make necea:sary adjustments in the budget tp^acHleve long- 
term and short-term goals. ' 



' ' SUPPL EMENTAL NARRATIVE ' 

, V ( — - ■ - • 

• ■ • ■ : •■ • 

• * In ^devising. the actual long- term, what we will call "master", fin- 
ancial; plan, the first consideration is tq^ assess what resoujirces are 
available to the family. Jhen, the^expens^s for the period of time 

-V being planned for"^ must be HBstlmatetf; After a careful look at these 
factors V tl^ family can begin to write out their financial plans on 
paper and soon arrive at a well-organized long-term plan. 

' Dfiterminihg Family Resources ' . 

.■' ' • " ' ^ . 

, ..The resources available for the family tb utilize In .planning f6r ^ 
inprpjflng their level of living may be of a wide variety. However, the 
first resource most of us think of Is the monetary value oi th6 family. ' 
; .' In order, for a family to, assess Its financial status Irf terms of mbnitary 
' \' > ' '""^'^ figured. ?^'Net worth means th^ dig^ere^ice 

J- left when the family's, liabilities are subtracted from its assets. ; |t Is 



a baianc6V'3ust: as in a checkbook, and" can be figured easily-^ using a 
'";^6al&nce dh^et or financial 'statement such as the one in figure 1 below. 
The 'assets, the current values of everything you own (car, house,, antiques, 
etc*)/ plus cash, savings, ahd other monetary capital on hand, are listed ^ 
separateLy-^d_totaled at the top* ^3!he bottom list 'totals liabilities, - ' 
vramounts tliat ypu owe (^tTTstallment debts, mortgages,^ etc •) When the two^ ' 
' . tptals^^asre subtracted^ the remaining figure is the net worth. What do^es 
^^thls-mean^to a family?. 'It tells them what <hey *are "wor£h'* at the present, 
and that which could be converted to nfoney after all deb-ts were paid. This 
gives a place to start in making a—long-term financial plan^and allows 
comparispn of progress froiii y'ear-fo-year . 

^' '\ ^^.-v^ • , ^" ' " ^ . 

. - * BALANCE SICH OR FIimiALSJAM^^ 



V Money in savings Nicam^if'"^ 

* * * • Cash on hand and checking account balancc 
. Cash value of: * „ ' 

' \ ^ Hg^ .AND other REAL ESTATE . 

' - ' ; Automobile and other vehicles 

HoUSEHOLD'taUiPMENT and FURNISHINGS 

. Insurance (cAsh* value of policy) 
BoNDs^ stocks and other investments 
Annuity or RetiremeI^ Plan (cash value) 
Money owed you . 

Qftf R - - 



Total Assets * 



LIABILITIES 
Mortgage . 



Debts owed (in5taiimrwt and singu payment 



Total Liabilities 

m M3RTH 
Total owned minus-total owed 



Beginning of 
. TJt ,year 



End. of the' 
19 
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Income. Another major family resource to determine is the actual 
income the family will likely receive during the projected planning p?ri< 
This income may be in the form of* wages and salari'es or. it ©ay be from* 
Social Security benefits, piensions, welfare payments, and the value of " 
Food stamps. Other pbssfible sources of»^ income might be ^inVestment divi- 
dends, interest from savings, tax refunds, gifts^and bonuses.- In finan- 
cial planning it is iroporLant to distinguish between gross inbome and 
disposable Income. Gross income is the salary you ear,n in addition to 
a variety of other- sources ot income. '^Disposable income also called n,et 
income, isj:he amount OLe;ft over after federal and state income t^axes, ' 
social sec\irlty tax payments, retirement fund contributions, insurance, 
credit un^Lon, and oth'e^r au€h deductions have been taken out of the 
salary or other source of income, yhis is the amount that the family 
actually has "to spend; ' * , . 

Jn' estimating the family's income for a particular year, it is 
generally a good idea to^ list the sources^afid estimated amounts of in- 
. come on a chart such as the one shown in figure 2. T^his will allow 
you to visualize^ ci^arly the income you have tp worlc with and where it 
is coming fr om. . • i ^Jt^.. 

DEIERMINING DISPOSABlf IHOyE ' ^ • ^ 



f 



L DETERI^INING GROSS INCfft 

* . ■ ■ . 

^ SALARY, WagIe or CofllSSION 

Orv£R Sau«y. M^dt or CdwissioN 

iNfTER^ST' 

Tax Refunds 

Pensions 
ScxiAL Security 
TWiujty 

Rents 
divipends 
Special Fees 
WELFARE Payments 
Food Stam>s 

Other Income __J ' . • 



Last Year s 

Income (to^ . , Inqjme Expected 
FCLP AS A Guide) This tear 



. 2. TOTAL GROSS INCDf€ 



TIqvjiz 2 iCont^d) 
3. DISPOSABLE INCOME (record these, j)EDua ions on a monthly basis) 

Federal Income Taxes deducted . 

, State Income Taxes DEDuaED ' ■ • ■■ 

Social Security taxes : 

Health iNsiiftANCE ' ' ^ ■ 

Life Insurance 

Accident Insurance , 

. Disability Insurance 

Retire/^nt Fur6) CoriTRiBunoNs 

Union Dues , ^ \ ' 

. Company Savings Plans * . ^ . 

Credit I on Savings 

> Other Deduction's ^ " . 

; ^. TOTAL DEDUCTIONS (monthly) " - 

5, TOTAL DEDUCTIONS Oti M ANNUAL BASIS (multiply t»€ total of deductions 

!N"NiJMBER FOUR BY 12) 

6, WAL ANNUAL DISPQSABli INCQI^ (subtract total of these deduq ions in 

NIMBER FIVE FROM TOTAL GROSS INCOME IN NUMBER 2) ■ 

7, TOTALJJMTHLY DISPOSABLE' INdJt (divide annual total in number s'ix 



Other Resources ; Other non-monetary fjamily resources often are taken 
for'^granted or not used to their full advantage. The production that goes 
ox^ within the household is ar Invaluable resource and greatly determines 
ho|v effective' the other monei:ary resources are used. The special talents » 
skills » and kxxowledge of family members can t>e utili;sed to make this house- 
hold productlikx ' more efficient » as well as provide entertainment, pride» 
and psychological satisfaction to the family at minimum co^t/ An example 
of this would be the ability to raise a garden and perserv^ your own 
fruits and vegetables. Another example is the talent of a fasdly nenber - 
in, arts and crafts which provides .racra^lon aiid atiip allavs him t4>'pake 
or renovate item#^for the home^ .Other *t>argaln" resources^ are oTfered^to 
the family by i^e community. ' Free libraries^ parks, and museums offer 
edu\:ation and entertainment^ 'and comm^ity recreation programs and organ- 
izations offer opportunity for leisure activity as well as for self- 
improvement. These human resources must not be overlooked. in the financial 
plan 9 even though you cannot assign them a monetary value. The dif- 
ference wiJLl'show up In your savings and ehjoyment. 



Prolectlng Expenses \ 

Perhaps the most difficult part of making \a ^financial plan is to 
determine as accurately as posslbl^^^ approximately how niuch the family 
will spend during a month and then during a year. To begin, expenses 
must be distinguished as fixed or variable. Fixed expenses are those of 
fixed amounts, occuring on a regular basi^. Es^amples of these are rent 
and ^auto loan payments. Variable expenses are those whose amounts vary 
and can be controlled. Food and clothing are good examples of variable 
expenses. But bef pre^ any of these expenses can be estimated the family 
must first list' the goals they hope to accomplish in their spending. 

Goals . In listing financial goals the family can icateg^otlze their 
goals as long-term. Intermediate, or short-term. Long-term goals are 
those things which tl^e family hopf&s to accomplish sometime after the next 
five^years. These goals might Include paying pfcf ^thB moftgage^on the 
house, accumulating savings to provide education for children^ or savings 
to su-^tain the couple or individual during retirement years. Thei go^lis 
hoped be accomplished within the next three to five years are inter- 
mediate goals. Buying a new automobile or major appliance, or saving 
eiiough money to make'k down payment on a home might be intermediate; 
goals of the family. Those immediate wants and needs pf the family £qr 
the current year, such as reducing present . debts , going on a vacation, 
purchasing^ spepial recreational> equipment such as a boat or bicycles, qv 
merely desiring to mee^ the fixed expensed 6ach moitth are classified as 
short-term goals. i. v ^ 

After the goals have been listed in the proper categories 9 the, 
amounts needed for each can be estimated* These estimates must be 
divided into yearly or monthly sayings amounts in order to be of value 
in projecting planned expenses. 'The list of goals serves a specific 
purpose here and can be looked back to time and again as the financial 
plan is ifisple&iented. ' - 

Determining Spending Patterns . The list of/^oals explained above 
giyes the family some \idea of the spending and paving they hope will 
take place in the f^jture. * But, how can the f^lly estimate the other 
day to day or month to month expenseis that must be covered. One good 
way to do this is to re^er to previous records on liand.r Old billlV 
receipts, check stubs, etc. allow the family to see what it has spent 
for various purposesr in the pas^t. Carrcctlng these figures for the • 
rising cost of living gives a general estimate of future costs. 

^ Many families fail to^^mad^t^d^i_^he^ r^^^ they 4iave 

po^ineana>^ratheir--^^ their expenditures. These 

families would be wise to have each family member keep an accurate record 
of all money spent for a period of time, siich/as two weeks or two . 
4aonth8. A two-month record would probab^ly shdw the most typical spendii^ 
pattern, tljls recordkeeping; combined with referral to past; records / 
would give the best picture of the family's spending patterns. f 



Making A Written Long-Term Plan , * 

Now that net worth, Income, and expenses have been determined and 
projected, the family must sit down and write out their financial plans. 
The length of time that this master plan will cover Is totally up to the 
Individual family, A young family with children might want to lay .out 
their plans to cover from the present until the children have completed* 
^ their formal education. Another family might want their plan to take 
them to retirement. It is important for the family fco consider their 
own needs and stage in the life cycle before they designate the length 
of the plan they are making. ^ --^r 

^ Savings . The most important item in attaining financial goals is 
savings. Far too many families plan to save only whatever is left over 
after expenses are covered, rather than have a plan for savings- In the 
end, there is usually nothing left to save, thus,* they either go £nto 
debt' to accomplish their financial goals or do not accomplish themi at 
all. A set ainount of planned savings should be , determined and ^btracted 
from the disposable income before any of the income is ^allocated for 
expenseis. 'Using a fiorm such as. the example shown in figvi^6 3 might be 
valuable to families in determining their pe^rsonal plan for savings. 

"in this case, the AndersoilBT" a lamixy or d, nas as a;t8 goaxff^or thev 
year to purebase a new refrigerator ^t ap^proxlmately $600 and also , to have 
$1,000 for a vacation planned for. the ijext siimmer. Tli^se are totaled and 
listed as specific wants. They have $500 on hand that was left over from 

' the amount they had saved for last yearns vacation. This is subtracted 
from the total goal to arrive at the actual savings amount that they must 
Include in their budget.- They also would like to give each of their 
three children a $25 ^savings bond on their ^irthdays. Purchased aV $18.75 
eadi» this amounts to $56.25. Since they do not' have any funds to carry 
over for this purchase, they must budget for the entire $^56. 25. Othet 
savings the Anders^ons might plan, such as a college education fund for the 
. children, would be entered iato the other- column in the same fashion. When 

^ the monthly builget is planned the&e amounts are divided by twelve (for 12 
months) and '^included in with oth^r expenditures budgeted for. ' Thus the 
family 'has a greatly increased opportunity of actually achieving these goals 
than they would otherwise have[ without planning. 
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Specific 
Wants 


Emergencies ^ 


Security 


Other 
(specify) 


Goals for 
Year "End^ 










Less: Now 
On Hand 








>> 


Budget for 
Year 




^ J/ loOO 







When many families are asked whatithey are saving for the answer is 
often rainy day". Thi9 certainly has itp, merit, but if the family is ^ 
trying to achieve certain goals, this type of savings should be designated 
as a specia^ emergency fund. This emergency fund must be budgeted for 
separately f*rom the savings that is' being planned to accomplish other goal 
Again, the amodnt depends on the Individual fami;Ly*s situation* One 
: suggestion is that an amount equal to Jtwo months of the "breadwinner's*' 
salary should be^kept on reserve for an emergency, fund. In \the case of 
the Andersons^ tmLs is approximately $,2,000,, This amount would Qertainly 
vary according to Yamily size, stage in the family cycle, and the amount 
and types of insurance and other 4^nef its the family has. This type of 
savings should be listed on the savings plan too. Unless the Emergency 
fund is used up com|;^le^^ely , there will usually .be a,n $moun|: carried over 
from the .next year that will merely^ n^ed to be added to in or^er to main- 
tain the fund. 

Expenses . We have already distinguished between fixed an,i^ variable 
expenses. -In making out the written long-term plan, fthe family must . 
estimate the approximate yearl^.- tptal of these. 'OneJcype of expense that 
is easier to view at the yearly level is those large irregular or f^- . 
volving expenses . Examples of thejse'^are insurance payments, tuitioa, 
and taxes, all of which come due at a certain time of the year rather than 
monthly.. It is ImportaAt' to plan and siave for these on a monthly basis 
or the funds, will not be available when^iieeded. , Shown in figure 4 is an 
aide ^ to ifi^p^^amllles plaii for meeting these expenses. These will be 
included in the>monthlj^ budget of the. family along with the regular fixed 
and variable expenses. 

' : ' ... 

Using the Plan n. When a finan cial glcture for one year is obtained, 
the next .logical step is to break the plan dGfwn-4ntQ_jnonthly budgeting^ 
periods. Then the "plan becomes usable. The budge ting^TprocBss^jLll be 
described next. * . c 

When^ou start using your plan you will no doubt see that' some • 
adjustments need to be made to realistically meet the goals you have set 
or<^ that the goals must simply be postponed in ordet*to' meet other expenses 
adequately. Remember that even though your plan has been written, it 
still must be flexible. Make nepessary adjustments to achieve ^ort-ternr 
and. long-term goals* 
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Total Urge Irregular B(penses: $ A^^UL divided by J2 = $ /AJ 

_ 'WICH IS 7ME AMOUWr TO BE DEPfelTm IN fcsERVE Futffi EACH fttNTHr" 
••SHp^ EQUAL BALANCE AT BEGINNING. - ■ 
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SECTION HI; PgLtMBITING THE 
FIIMMCIAL MASTER PUN~~ 



MAJOK^OBJEetiyE: To ylsufllse Implettentatl^^ 

' \ ■ through the use of budgeting aiid periodic evaluatldna 

V • of the plan . v ' | « 

SPBCIl?IC OBJECTIVES: To recognize ^that budgeting is a shbrt-term toolj 

ihjBkt helps the family achieve their financial 
• objectives. 

■ , ■ ' — ^ ■ ' ■ '^^ " ' ^ ■ . " ■ ' 

' To list the steps involved in the budgeting process. 

To devise depersonalized budget for a family. 

To understand^ the Importance of closely evaluating 
the.budget*. 

T To note ways of adjusting the budget to better sult^ - 
the family's needs and wants., 

To list ways In which to evaluate and adjust the 
* financial Isaster plan. - 

t LEARNER COMPETENCIES: Understand the tola that budgeting plays a^s a short- ^ 
' ' term tool la accooq^llshlng financial objectives. 

List the steins Inyo lved.JLq- the bXidgeting process*^ 

Examine . an^le budgets and devise a budg et workaheet 
that fits ^the"^ needs of the individual family^ 

C^te exaiiq)les^of the typea. of categories that should 
'^e contfd.ned in the. family budget. 

Practice accurate record keeping In budgeting. 

Realize the Iviportance of evaluating the budget 
periodically. ^ 

List examplea of adjusiii^nts that a family mfght inake 
/ in their budget to make it >etter ault their needs 

' ~, ' . ^ > ' and wants.. c 

^ List factors Involved in evaluating the .to ta^" financial 

* master plan» 
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• • ' . CONCEPTUAL WTLINE ' . 

/ ' : ' : ■■ ' : '/ ■ 

Reminder: This Is a Qonceptiial outline In wliSt^bo^^ major and minor 
Ideas are presented. -The accomparrylng "Supplemental, Narrative" further 
explains the. concepts ahd gives an Idea of how the material might be 
presented to an audience, por additional Information on the topic, review 
^one or more of the specific reference noted on paees 69-71, \, 

. i 



111. Implementing the Financial Master Plan 



A. Use budgeting as a short-term tool. i« 

1. Note thart the budget Is only one cSeg|uent of the total : . 
'financial plan^ allowing monthly planning within one year 

« • of the total plan. >> - ^ 

Budget should -be a. joint effort x)f the family. ' ^ . 

J. Ry^get should provide^- each member of the household with a ./ 

A. ^jigonsutt sample btidgets as guides for devising one to suit 

£he IndlVlduaj^ needs of vour fartllv^ * ^ . - , 

5. Recdtds should be kept slmiile. , V 

B. Setting up your own personalized family budget > 

!• RiB-examlne short and Ibng-term financial goals and determine ' 

what ot which one (s) you, want to. achieve In this budgeting perldd 
(one month to ^one year) . * * . 

2. Estimate disposable Income. 

3. Categorize expenses » ^ v ^ 

a. - Fixed ' " ' ' . ^ 

b. Discretionary or variable ■ - 

1) Regul:ar (food, transportatlonr etc.-) ^ - 

2) Occasional (cibthlng> medical, entertainment, etc.) 
4* Estimate amounts for each category^ being certain that the 

total of the amounts does not exceed the (total disposable 
^ Income. " ^ 

a. Amounts for regular^monthly 'fixed expensels will be set. 

b. ' Divide irregulay (revolving) fixed expenses (insurance, 

tuitioHj; etc.) to determine the: amount that must be 
saved each month to cover these when they come due. 

c. Use past records to help estimate amounts needed for 
. variable expense catCMjories. . : , \ 

5. Devise a work^ttieet for the budget. ' 

a. Consult sample worksheets of budgets, for other families. ' 
b* Make the worksheet fit your faj^iiyig situation and 

lif.estyle; 

6t>. Accurately ^record e^enditures for each month. < ; 

7. Evaluate the budget* periodically. ^ \ 

a a. Note where plan dfd not fit. -f^ 

b. Note where practice's can be changed' to jnalntaln the budget. • 
. c. As sp^Mlng pat terhs ^change, categories may '"need to be 

. added or delfe^ed -and^ythe_a^ reallocated - i ' 
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Evaluate the financial master plan« 

1. ^ Redetermine net worth annually* - . , 

2. View the plan in tqrms of each budgeting period to make sure 
needs and goals are being met* / / 

3, Reassess goals to determine if Soala are realistic and ;lf 
"'the overall. plan Is stiil adequate. 

4, Make adjustments where necessiry. 



, . SUPPLEMENTAE NARRATIVE ' , 

" . Now that written guidfelines have "been dt^awn for long-term financial ^ 
F irilrig, tfie family must turn to the task of implementing; their plans on 
a ekly or monthly -basis. Keeping a close enqugh check on finances „. 
in-order to afihieve long-tetin. oljjectlves can only be done effectively 
through planned budgeting of each month's expenditures, Reyiewing^each of 
these budgeting periods in terras^ of how they are working in with the total, 
mastey plan assures the family, that their planning, spending, and saving 
are going in tlie right directions for thert. ' 

Budjgeting " ' , 

It has become apparent in our discussion that budgeting is nipt 
financial planning in itself. . This Is, a misconception that many people ^ 
Kav^ and therefore theit financial p4ans-.are not as future-oriented as 
they should be. It is important to remember "at budgeting 'is a vital 
short-t erm tool to be used in implementing tptal financiaX plans, We should 
also remember that the planning of a budget should be a Joint family effort, 
as it effects «ach mejnber. of the faipily.. For that reason. It is a good idea 
for each member of the household to be feiven a personal allowance so that , 
he or vshe is t^otally responsible for maintaining at least one small part of 
the budget. Before Just sitting db\TO and selecting a rigid form th.at will 
be used for the budget, there are many factors the famll^ must ^ive con- 
sideration. A budget will not work unlfesa It haa.beer. planned to fit 
around the family's basic lifestyle, values, and objectives. VEhe budget 
must be "pefs^ialized for that particular family. How do they go about 
doing this? \ ' „ 

. ^ The Budgeting Process . In setting up the personalized family bud- 
get, there are seven basic steps that can be identified: .(1) De|:etinine what 
goals you want ': to achieve in the budget ing per iod . ^ ) Estimate the d is- 
ppsable income, tl^at will be available for th« famHy's''use during the budr- , 
geting period. (3) CategotiSse the types, of expenses' the family will noinnally 
encounter during the btidgetfng period. (4) Estijaate the approxlinate emoutits 
the family will spend in each of i:hese categories being certain that the 
total of the amounts''' does "not exceed the total disposable incbmie.- (5) Devise 
a worksheet for the budget that suits the family's individual needs. , v. 
(6) Accurately record the actual expendl.tures onto the worksheet! O) 
Hyaluate the budgdt periodically. ' . , ' :! 
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these steps seem clear-cut, but* there are certain r^mlndeM and 
alda that can help. We need to consider eacji step Itiy greater detSl. 
■• , ^ ■ ^. ^ ... 

Goals , Earlier In our discussion we Thentloned\that goals can be ' .* 
classified either lopg-term,' intermedlatei' or sht)rt-#Brm. Long-term 
and Intermediate eoals Appear In the family budget undec^ savings /since 
achievement of those goals wi^leL likely occur through savings. Short-term 
goals might also be tovereiA In the savings categoty of th^ budget^ or they 
might be listed , In a spieclrlc category If they are to be a current expend- 
iture during a particular budgetlngr period. If the family lias listed several 
short-term goals, they will need to determine when^each of \these need to be. 
accomplished so they will know exactly^what current godls n^eci to be In- 
cluded In each month's budget. It Is only logical that theq^ financial g6al 
be looked at first In the budgeting process^, as their accompMs^hment Is the 
purpose of financial planning. Setting priorities on spending is essential 
to the fentlre organization of the budget, otherwise the budge^ywlll not ^ 
fit Into the total financial plan. ^ . A ♦ ' 

Income. One Important purpos^. In setting up a .1)udget la to help 
the fa'mllji live within /a certain* Income. Before considering theV expenses^ 
the famlljI^TnusI; take time to. estimate very qarefully the amount of Income 
/that Is^avallable for jthelr use. Earlier, In Section II, a» detailed dis- 
cussion" of estimating^ disposable Income Is provided. For the moijthly biid- * 
get^ a similar record of Income should be jpiacje for each month. 'This Is a 
definite prerequisite to making out the acttaal expense budgfet, : 

^ _>Expenses . .Steps three, four, and five of the budgeting process 

<*eai wit K^xpenaas ^ ^ -Ar-l qg leal step in estimating exp/enies is to list ^ ' 
the major categories underwhlch the cfamlly'e:^expen8es fall, **^ The-two basjc 
ttiibilivlBlona In the budget would be f Ixed exp ens es - and discretionary or fv 
variable expenses . We discussed dn Section II that fixed effienses wlKHbe 
either reguljar, such as rent and installment .payments, or^ l[tt'efeUlar , - such 
^s insurancej, tuition and taxes. List these expenses first alnice that 
income is alfready cfngmltted . ' Be sure to include in the budget ejgJi month 
the amou^jt^hat you will need to save to meet &Kose large |irregula?% fixed 
expenses when they do come due. ^ , 1/ 

Variable expenses* are also of two types; Regular variable expenses - 
Inqlude food^ transportation, fete. These occur regularly, but they > 
are variable as the amount; you sj^end for them can be bonfrolied to a certain 
extent . The other type of variable expetises are gocassional variably ex- 
penses , these expenses include clothing, entertainment, furnishings, medldal 
costs, and many "^others. These expenses kIo not oc<^ur on a regular Basl6« and 
'^ight also Inclilde funds planned fpr vacations, Christmas gifts, and large 
purchases of clothing for back-to-schoof needs. ^ The amounts spent in 
inany of these categories might be drastically,.cut or eliminated entirely* 
depending on the- family's situation. 

; dategorlzlng ex^nses may be easy for the family, but the ^.difficult o 
part of budgeting ..comes when they attempt to estimate^' how much they will 
want t6 spend in each of these categories." The fixed expenses are set, so 



tfcat part Is* already dohe for yoxi^ Rut, hdw^wil] you estimate the amount 
;pur family spends or should speti^ on food, on entertainment?' We have 
^Iready noted that fch^ best way to do this is to refer to previous records, 
check stubs, and bilfs, ^d tp keep an. accurate record of all -moniey spent 
for a certain ixeriod' of time. This should giv^ you a fairly good' esti- 
mate of what you will likely spend during this budgeting period. One 



point to remember is that what ypu have- spent for certain items in the 

)od 

:tl 



toast i^ not necessarily ^ good indication of ijhat you should be spending, 
hut bnly'a guideline for setting up the initial Jj||ii?»e,t . 



The. Budget Worksheet . The most important thing to remember i,u de- 
vising ai -budget worksheet is that It should be made to suit' tKe needs of t^at / 
particular familyV The number and types of categories will vary wlth ^he 
family's lifestyle. This, format, that is most convenltent for record-keeping 
will also Vary with personal preference and need. It is highly unlikely that 
. any ~ two families will" de\rij5er exae the same worksheet. Textbooks and>;/ • 
o^her publications provide many variations of forms-for budgeting. Separate 
budgeting forfts, often callad :family financial record^, are available at 
^'tatioQary, office supply, and 3epairltment stores. " These are often quite^ . 
complicated and 'require you tsj^ be somewjhat of an "accountant" to make the, .. i. 
proper entries. All ^f these devices are helpful,. but let Is our reconnnencia-tlon 
that they he' used only as guidelines for setting Up, your own records. Al- 
though budgeting take^ time and.caref'ul 7planning, it should be' convenient 
and helpful rather than a dreaded t^sk./ Devising the worksheet that best 
suits your owh income, spending patterns, ^d time.. schedule is the key to J 
easy budgeting. ' " 

Note that we fiaVe been considering the budget on a monthly haais. 
Families that are in serious financial trouble or for some reasoix^ieed 
more detailed records of spenHlng may plan the budget on a weekly hasls. • 
The example of a monthly budget provided in Figure 5 Is what we cohslder ' 
'to be a' simple works^heet with ^cfairly comprehengive list of expenditures 
encountered "by the average family. Again, we'* caution trying to fit your 
own individualized budget into/a rigid form. The figures entered into 
this budget ^re hypothetical /and based on" the average for a family of 
f our"^ persdns In 1976. Pri^^'' "and - incomes change so; rapidly that these 
figures are of little .values, other than as an example. They are by no. 
means an indication of whi^j^jpyob should I^e spending." Similar figures for 
the current -year can be found by consulting; the Consumer Expenditure 
Sutvey^ published by the UrS. Bureau of LaJ»or Statistics and/dr otj^er aourcies; 
A blank copy of this worksheet is provided in tjie Appendix. 

Evaluating the Budget . The hypo theti'eal; family in Figure 5 hias • 
balanced the ii;; income with their planned budget and accurately recorded the i 
actual amounts spent in each category. The final step of. evaluating the - 
budge'f remains • ' The last column on the* budget worksheet is jto record the 
differehce between the planned spending and the actual ^ehdin^. • T]hls' 
showis^the fanil-ly where they have unde'restimated an4 overestimated themselves*. 
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FiguAe. 5 {Cont'd] 
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. .. FIXED EXPENSE TOTAL . 
(from previous page) 



They may find that the budget still balance's but the amounts In the in-^ 
dividual categdries need to be reallocated In ordier to^ better fit their 
lifestyle. Other possibilities might be that they ui V find that a new 
category for spjending must be added to th^ worksheet that some of the 
categories can be delet(gd. A look at the budget results may also In- 
dicate that the' family is overspending in one particular item or that ^thcy 
are .overspending jin general. If this is the case,, they may need to either 
change some of their habits or seek sources. of additional income. 

Evaluation of the Total Financial Plan ' 

''^ We have explained above some of the considerations given in 
evaluating the monthly budget; j A similar evaluation, of tYie total fin- 
ancial plan should! be made annually, ^ BejglA' this annual evaluation at the 
same point you started planning— net worth. Refer to Section II far the 
procedure to folloT? ."and re-determine the family Vg net wprth. This new 
figure can "he compared to last year's to give a general idea' of whether, 
the financial plan has been successful in increasing the monetary re- > . 
source^ of the family, No£icig where the changes. in assets and' liabilities 
have occured. Is your savings larger this year? Have debts been de- 
creased? Questions such as these will allow you to see in what direction 
your financial planning Is going, ^ . 

; Next,, look- at the overall plan in terms of each mqnthily budgeting 
period during that year. Figure 6 provides a form to transfer the planned 

■■ *. ■•, .39 ' 



and actual spending for each month onto a year-long chart. The family 
should enter subtotals for each major expenditure category into the " 
appropriate space on the yeafrly budget worksheet. At the end of the year 
this record should be viewed in terms of the family's -goals. With this 
total picture you cari.>best see where the family's needs and goals are no t^ 
being met and make notations of adjustments that should be made in future 
planning;^. , " . 

^ Dur:'.ng this- process of noting if the family's goals have^been m^t, 

it is important for the family to reassess their goals. If the goals have 
not been successfully acheived, maybe they werfe unrealistic to begin with. 
It is ^Iso possible that some^^values or aspects of the~family's life-" 
style have changed in, the course of the year, making Certain goals ho. 
longer Important to the family. New goals n^y need to be listed in order 
for the overall plan to remain adequate. 

Throughout oUr discussion of financial planning wePhave emphasized 
that^ everything must be planned to suit the individual family. By the 
same token, the ways in which, the family will choose to adjust their plans 
will also be very individualistic. Cutting Jaack on spending, shifting 
goals, utilizing more human resources j and other measures all depend upon 
the lifestyle of the indiyldual family ^nd the efforts they ^re willing 
to make. Thus, financial planning requires yoi^, to better know yourself and 
your family. It demands analysis and awareness. o 
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SECTION IV: HANDLING FINANCIAL PROBLEMS 



MAJOR OBJECTIVE: To Identify causes and ways to alleviate frequently 

occurring financial problems. /- 

SPECIFIC OBJECTIVES: To Identify several frequently occurring financial 

problems. - . • 

■ To list typical causes of financial problems. 

To utilize several formulas for calculatlng^^en 

you are over-extended. , - 

« , ■ ... . , , ■ ' 

To Identify measu es that can be taken to alleviate 
* . over-extension. ' . 

^ . ..^ to list sources of assistance and counseling for 

over-Indebtedness. 

To examine bankruptcy procedures and their use In 
soiylng financial problems. 

LEARNER COMPETENCIES: List several types of frequently occurring financial 

problems and cite possible causes for these 
problesoa* 

Demonstrate by using one or more formulas, how a 
family can determine' If they are fi^nanclally 
ovelr-extehded . ^ 

... . 

' Cite several adjustments a family can make to alleviate 
over-^extenslon of debt. * ^ 

^ List three sources^ that can provide help In getting 

— out of debt. ' ^ 

' • ■ " ■ • ■ / •■• "■ 

Distinguish between the two types jof bankruptcy that 
may be filed to relieve Indebtedness. 



50NCEPTUAL OUTLINE 



Reminder: This Is a conceptual outline In which both the major and minor 
Ideas are presented. The accompanying ''Supplemental Narrative^' further 
explains the concepts and gives an Idea of h6v the material might be 
presented to an audience. For additional Information on the topic*, review 
one or more of the specif Icfeferences noted on page3 69-71. 
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IV. Handling Financial Problems' 

A. Fre^quently occurring financial problcipis 
!• Loss of Income 

2. Oyer-extenslon of Income ^ 

3. ^Inability to obtain credit 
4o Loss of cte<lit - 

' 5, Use of isavlhgs for current expenses . 
^B, Typical causes of financial problems 

1, Inflation - . 

-2, Un6mplpymertt or employment .instability 

3* Mismanagement of money 

4. Misuse of credit * 

5. Overuse ^o£ credit cards ° r ' 

^ 6, Extensive use of impluse .buying ' 

7. Emergehcy^edical expenses - 

8. Large irregular expenses 

9. Other unexpected expenses ' 
Knowing when you are over-ex tended 

1, Fofmulas for determining overr-extension 

a. The "20% rule" 

b. Perceintage of Income method . " 

c. "Rule of Thumb" approach • 

d. Bymers' method 

Khowltlg .how to get out of. debt _ . 

1. Budgeting for alleviating over-extension 

a. Reduce expenditures in specific categories 
bo discretionary spending 

2. Call creditors ' ' \^ ■ 

3. .See bdnki credit union, or consumed finance company 

4. - Cr-f^dit or debt counseling ^ 

. ! -a. Credit CounsellngiQent^?, Inc. accredited member 

b. Family service agency 

c. Other financial counseling services J 
, d. See<Xegal Al* Society 

5. Bankruptcy . V ' 

a. ^Chapter XI of Federal Bankruptcy. Act 

b. Chapter XTII of Federal Bankruptcy iCct ' ' 

SUPPLEMENTAL NARRATIVE ^ 

Although financial planning .should. be looked at as a preventive 
measure, many people biegln to consldj^r budgeting or any form of planning 
only after they are already in serious financial trouble. Flhianclal 
planning can serve as part of the remedy, but before any permanent 
solution can be found, the specific problemXs) atid cause(s) taust be 
identified. . 6nce known, one c^n seek, out the pr(5per asslstanCi^. 



Financial Problems and Their Causes 

. - ■ ^ .... •• • } • 

-r Financial problems are of a wide variety but center on or result in 
ei'ther the loss of Income* or; the over-extension of Income:. Many financial 
prpblepis come from mismanagement of money and credit, but there are othier 
outside' causes as wellD . We should examine these problems and causes In 
greater detail.^ , ' 

Loss of Income . Loss of incqme Is a financial problem that some- 
times happens to families by no fault of their own. Unemployment, 'result- 
ing from Illness , disability, change In economic conditions, seasonal. work, 
and pther reasons Is the most coiranon cause of loss of Income. Since thl% 
prioblem Is out of the^^^f^ the major Implication here Is that 

planning for wd having an emergency fund of cash reserves can help alle- 
viate this problem If It should occur. - 

• Over-extensioh of Income . ' this widespread problem can have a. variety 
of ''causes. B^anillles w au planned, balancied budget can edslly 

spend more money than they are making; Families who do budget may encqunter 
medical emergencies or other unexpected expenses that 'require them to extend 
themselves over the planned budget. In such cases the emergency fund in the 
budget is eventually used up and the savings account is also dipped into. 
When the family uses their planned savings for current expenses, their goals 
are «not met and --they have depleted their, savings* . ' 

Beyond unexpected expenses, a major cause of over-extension of in- 
_coie is the misuse of credit. This can' happen In ja number of ways. One 
common pitfall is 'the- accjmulation of an overload of installment debt. Ah- 
qther prob the overuse of ji^ cards. Both of these actions can 

leld the f into dahgerqus indebtedness. Their credit rating is down- 
graded a^ they may face the" problem of not being able to ^ cre- 
dit at all •/"This greatly iimigQt^^ 

Other mismanagement problems plague ; the over-extended family i too. 
Impulse buying is one practice that, when used extensively, can create 
financial difficulty for the family. Planning the budget around the fam- 
ily's goals and working towards these can help reduce this problem. Addi- 
tionally, when large irregular expenses such as taxes | insurance^ an^tui^ 
tion are not budgeted for they can also .cause the family to use up their 
sayings or go into dfebt to pay for them. In Section II a p^an is given to 
create a reserve fund in anticipation of these expenses. This can be a 
problem-solving device too. - ' . 



Debt Limits for a Family > . 

We have viewed over-extension as a major financial problem of fami- 
lies and examined a few of its causes. The question may arise of **How much 
debt is too much?" Maiiy authors have-^^ugges ted fptm for determining 
over-extension i What are some of these? ^ ' , 

, One of the simpliest rules of debt limit is th^"* 20Z Rule. This 
means .that a family should not owe more than 20 percent of their yearly 



Income after taxes. This amount of debt does not Include the home mortgage • 
For example, if a family has a disposable Income of $800 a month of ^$9,600 
a year, then their debt limit should be about $2, 000. T 

other debt guidelines for percentages of Incomes have been suggested 
by other authors. Figure 7 shows some percentages as noted by Lang and 
Gillespie (1977). 

' , F^u/te 7 

General Debt Guidelines: Payments as a Percentage of Disposable Income ." 

telCENT QlRREffr debt IJOAD /toOITIONAL CREDIT USAGE 

15 OR LESS Safely wiTwiM LIMITS NeW. credit could be undertaken 
15. TO 20 Fully extended with Further use is possible^ but 

JWSEWr CREDIT • . CARE IS REQUIRED . 

20 TO 30 ft/EREXTENDED ON CREDIT^ /W FURT>CR (feE IS* ILL-ADVISED, 
■ CORRECTIVE ACTION 

REcortcNDED : ^ , 
30 OR MORE Seriously overextended^ Further use is oar oe the 

DRASTIC CORREaiVE QUESTION 
• , ACTION IS WERATIVE 

_ Another formula has been called the "Rule of Thumb Approach." This 
iKldeUne says that "dead-horse debt" Cthat is, all credit accounts and loans 
except those for automobiles and home mortgage) should nojt exceed one month's 
take-honie pay. This is. a very limiting guideline that may be the safest for 
some families. (Mitti^at, 1977) , 

Professor Gwen Bymers of Cornell University has formulated a method 
of examining debt limits. As adapted, use the following ^eps: (1) Deter- 
mining how much cash you have available to meet emergencies. This amount is 
your liquid assets -and for debt-setting purposes should be more than $800. 
(2) Determining how long you are committed to your present installmefit debt. 
Multiply the total monthly payments by 12 and divide this amount by the 
total debt. If the answer is less than one, then yoii can pay off yo)ir present 
debts in less than a year.. (3) Determining how mtich oif ybur annual income is 
committed to installment debt/payments. Divide the annual debt payment total 
by youi: yearly Income after taxes. A safe' answer is less than 20% . According 
to Bymers, three unsatisfactory answers to these questions ^indicates financiiil 
vulnerf^blllty, Two undesirable answers indicates thM% the fawily My run into 
difflculflM in M#tlng lU inatallMnt dtbt. Om iMig^tlve antMr wiy not bt 
of serious concern, and three answers that are satisfactory indicates that the 
family cai^ manage itsg^l^istallment debt withoift grjeat. difficulty, . " 

These formulas ire for your conslderatlbn and are only, guidelines, notj 
hard and f^st rules. The family needs to consider other factors such as job 
stability, the overall economic condltiqns, and other individual situations^ 
in setting their own debt limits. * 



Hoy to Get Out of Debt * \ * ^ 

When the family finds itself leaning towards over-extension, then 
cateful budgeting may be an answer. Analysis of the budget will show where 
.expenses might be reduced for specific items and where discretionary spending 
might be curbed. If, after budgeting, the family realizes that they are • 
in serious f inaijfcial "trouble, then other measures must be taken. 

.: ■ ^^e-fir^t logical step in with over-indebtedness is to 

call the creditors. Many creditor^ will make arrangements to prbrate 
P*y'^?'**=8 so that the debtor can pay what he can afford to each creditor 
f?d not fa^ll ^behi^^ In effect, the 

creditor (s) agrees to accept legs than the proper amount and thus "stretch 
ont the payments by lowering the inojint. of each payment. Another Approach 
is to ask each creditor to, permit you to skip one payment, if that will 
. ::"elPvthe:8ituation, ajid^f 

apR?^«ich obtained in 5)rder tp coin^ 

'^^^'^^^Jy Paymettt. The-^ 
than the ampuiSt of all the others, in p^rt, because the debt is paid back 
over a longer^ period of time. Keep in mind, however, that the total dollar 
cost of credit rises since njore- time is tak4n to p^y back the debts. A 
credit vnion or bank is a good source from which to seek this help as they 
have the advantage of lower interest rates. A consumer finance company ' 
also provides such loans, but at "higher interest rates'. v. 

. ; Financial Counseling^; if indepth' financial counseling is needed to 
help the fanlly change its planning and spending patterns , ttany services 
are available to them. „ The ttaditional source of financial cotinseiing-^^^^^^^^ 
be^n the family ,na This may be helpful, ibut suih persons ar^ 

trained in the area of financial counseling. Fortunately, there are other ' 
specialists who are trained specif Icaliy in financial cbuhseling.^^^-^^^^^^^^^ 
family: Service Association and^ the Consumer Cr ed it Counseling Services are 
two agencies that have of flees across the. country, ' «They «ire hon-prbfit 
or«a^lzatit)ns. There^are algo many private debt counseling agencies to help ' 
persbns get out of debt,, but beware of "hidden charges" if it' is a prof it- • 
making organization. Finally, thiere are legal aid societies and other 
social services to aid. families With, financial difficulties-. The important 
thing Is to realize when you need help and ask for it before matters become 
(Pven worse. ■ ■ , ■ ' ~-, 

• ' ■ ■ ■ ■" ' ■ ■ . . ■ ' ' i *\ ' 

Bankruptcy. ;[f all of the .options mentioned above fall , then < 
bankruptcy diay be the only boujfse left to take. There arfe'tWb types of 
bankruptcy thdt .-a, -f amiiy may^ file. , ;rhe first . is voluntary bankruptcy as 
outlined in Chapter XI of the Federal bankruptcy Act. This is straight 
bankruptcy^n which certain assets of the family are liquidated in brder 
to pay oflT creditors. The family is allowed :to keep such necessities as 
the hom^; automobile, clothing, and other Jiousehold goods* To file bank- ' 
ruptcy under Chapter XI, a fee of $50-$100 is charged. This results in a I 
cleanslata" for the debtor and t art. Once V 

this type. of bankruptcy has been declared it cannot be declared again for \ 
six years. This means tljafe the family will have to carefully manage their 
finances for this period, thus they are not necessarily seen as a "bad risk" 
by ctedltors and have a chance to rebuild, their financial status. All 
records of t^iis type of bankruptcy are removed from* the individual's credit ' 
file after fourteen years* ' 
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•* The second type 'of bankruptcy is referred to as Chapter Xllf or 

the Wage Earner Plan of the Federal Bankruptcyv Act. xhis plan is available 
to any person whose income is from wages', salarij^r commissions. To file 
this type of bankruptcy, the debtor petitions the gourt of his desire for 
an extension of time in which to pay his debts. The debtor must submit 
a plan as to how he will pay the debts. The court then appoints a super- 
visor to. counsel the debtor . and help with the arrangements for paying the 
^ebts, such as determj.ning the percentage of Incpme that will be used for 
living expense^ and the amount that will be deducted from his wages to. pay 
off his debts. Through this procedure the family is not subjected to the 
social stigma of one going through a straight bankruptcy,- but , they are still 
obligated to old debts. Of ^gr eat value. under bankruptcy proceedings is ^ 
that .once the petition is fi^ed creditors are prohibited from harrassing 
the consumer/debtor and trying to qpllect the entire debt. Thiis, the' • 
family is protected under the bankruptcy laws.. . * 

^ It is' up to the family, with the advice of an expert, to decide 

Which type of bdnkruptcy, if either, would be the best for their situation 
Legal advice from a private attorney or a legal aid society can help with 
this decision and with the prbceduces that follow. Remember, this is the 
last resort. Hopefully,, careful financial planning has kept the family 
•from coming to this point, and instead, permitted the family to successfully 
achieve their- financial objectives. ' , 
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(50 Minute Overview) . 
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r To the ileader: Thie fjp^lowlng lesson *plan Is a suggested approach for a 
SOrinlnute presentation the highlights of the entire, flriariolal 

pfXfi^inis TO The flMt^^^fc^^ "Section of Mdduie;^ Indicates the 

part of t^^ The "Time" coluinn suggests ho^^^ 

]]idhut€&T(^^ be Bp^iit'* on that particular.^ 8 

of the material In 50 ininute^^^^ Th^ "Preparation" colum recomi^n^^ 
centres tg help you prepare for the presentation bt^th^ Mt^^^ 
^•^cti^d^ do with or for the g^^ 

It ISb l^O^r^^ tov cbVer a^ 

* of thlis material In^iist^ 50"^^^ F^)r : thls^ j^easori, be^^ 

careful npt to exceed' the tife^^^ In t^e "Time." cbluinB , 

unless you take' equial time away from another pa Othexwlse, you will 
not accomplish all of the goals for the session. ' [ , 
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Seotlpn 

of ^ ^ < Time 

intrro- 

diictioh 2 



Preparation 



Activity 



Read the purpose of 
the module on p^age 3 
and thiB introduction 
on page 6. 



Briefly introduce yourself 
and state: 

'Vould "ytncubei±eve==^^ ^ 
family with an annual Ixv-r 
come of $21 iOpO; couid^ 1^^^ 
make ends meet ?^^^^ R^^ 
•of the size of .the lifi^^^^ 
many families do h^i^^'.;^^^^ 
problem. In the case of 
the fandly just mentioned, r 
the .husband had been earn-- 
ing a good salary for* sev^ 
eral y^.ars , ^but' part o f the 
problem was that the family 
could not stop speiiding:. 

Both he and his wife were 
equally carelessV No real 
plans were ever made for 
spending for savingSr Pr 
for future goals/ Simply 
put, there were no plans at 
all; ISince their, indebted-- , 
ness amounted, to over /$36, 000 
with assets aWunting to only - 
$4,500, this family eventually 
ended up filing for bankruptcy. 
This case illustrates .that, 
rich or poor, all families 
have a need for some sort of 
financial planning. We will 
be examlnlna the purposes of 



financial planning, ^how a 
financial ina^ter plan can 
be made and Implemented, 
and how this will help you 
In.handllixg common finan- 
cial problems." 



Review the objec- 
' tlves, conceptual 
outline, and 
supplemental 
narrative for 
Section I on • 
pages 16-18. 



Review the objec- 
tives for Section II 
on page 20. E;;|camlne 
carefully the con- 
ceptual outline ,and 
suppi^emental narra- 
tive on pages 2p-29. 

• Pay close attention 
to the tables and " 

• jforms lyrovided 
(Figures 1-4). Be 
sure you fully under- 
stand these. The 
transparency maaters 
provided on pages 77-81 
correspond to these 
figures* If ybu 
decide to use trans- 
parencies, you may 

■^want to write the 
Same numbers in on 
the b lank mas ters as 

. those shown; on the 
figures, in p\e supple-, 

• mental narrative, or 
make up amounts of 

I your own that are 
Suitable to the typi- , 
cal income levels of 
yourauciience. it 
would al^o helpful 
to the learners if 



State: "We should begin 
by listing some of the 
purposes behind and assump- 
tions about financial plan- - 
ning." Then state (readi. 
list on chalkboard, flip- 
chart , etc . ) several of these 
purposes and assumptions as 
listed in the conceptual out- 
line on page^^ 16-17. 

Explain the steps' involved 
in making the financial 
plan as listed In the con- 
ceptual outline. Begin* 
with determining family 
resources. Include; (1? 
current net worth (Tirans- ' 
parency Master 3 may be 
shown or blank forms dis- 
tributed to help explain 
this concept.); (2) esti- 
mating projected income and 
determining dlsppsable ,ln- 
come . * (Transparen cy' Mfas^ 
ter 4 or distributed blanks, 
may be used.); and (3) other 
resourpes. 

State that the next step In 
making the plan is^ projecting 
expenses. Mention (1) the 
difference between fixed and 
variable expenses, (2)^^^t:er- 
•mining goals (list th'e^- three 
'types and^.jgive examples, of 
each), and (3) determining 
spending patterns. 

Mention that the time length 
of the* plan is up to the indi- 
vidual. Point out that savings 
is giveh first' consideration 



Section 

of 
Module 



Time 
(Mln,) 



Preparation 



III* Imple- 
menting the 
Financial 
Master Plan 



they were gly€ 
CO p 1 es^^f-'^h e s e 
blank forms'^ for 
their own use. 



Review the objec- 
tive, conceptual 
outline » .and 
supplemental 
narrative for' 
Section III on 
pages 31-39, 



Decide if you will 
use Transparency 
Master 8 on page 83 
"for this discussion 
,or if you will write 
thiB information on 

chalkboard, use. a 
flipchart, or simply 
state the informa- 
tion. 

Examine , Figures 5 
(page 36) and 6 
(page 39) and their 
explanations in the 
supplemental narra- 
tive^ Note the 
corresponding blank 
forma in the appendix 



^tivity 



in the written plan and 
describe the hypothetical 
Savings* plan example as 
given in the supplemental 
narrative.* (Transparency 
Master 5 may be used,) ' 
State that after amounts 
^ for savings have been' ^ 

determined^'^^en the 
. expenses shbuM be incor- 
porated into thK plan* j <' 
Give Special attqation to 
"large Irreguiar (revolving) 
expenses as they are. a ^ 
frequent problem.^ (Trans- 
•^.Parency Master 6 can be 
us^d td illustrate how 
these can be managed. The 
example in the supplemental 
* narrative on page 29 Will 
help you. 

State: "Once the financial 
master plan has been made, 
tfie budget serves as a 
sh ort-term tool to be used 
in implementing .the total - 
financial* plans. " Comment 
that the budget sKould 
Suit the individual needs , 
of the family. 

Llsf the steps in the budgeting 
process.* (Transparency Mas- 
ter 8 may^be used or this 
information may he written 
on a chalkboard, flipchart, 
or simply stated.). Give a 
brief explanation of each 
step (consult the supplemental 
narrative for help in doing 
tMs).^ - 

State that it is important, for 
the family to develop a. budget/ 
worksheet that suits their owA 
needs. Use Figure 5* (Trans- 
parency Master 9) as an example 
of one famllyr's budget. Explain 
how the worksheet was .used. , 
St^te that eachi mont^hly biudget 



■Section 
•of 

Module 



Time 
(Min,) 



^Preparation . 



IV, Hand- 
ling Finan- 
cial Prob- 
lems 



(TlTj^isparency 

.^^I^asters 9 and 10, » 
pages 84 and 86). 
If you decide to . 
use trans pa renc^s%' 
you may wa]tt^<£o 
wrijte-l^he numbers 

^we have given in 
as examples ,or 
make up your own 
amounts. Again, 
we suggest that 
the audience be 
given copies of 
the blank forms. 

Review the objec- 
tives , conceptual 
outline, and 
supplemental 
narrative for 
Section IV on 
pages 41-46. Be 
familiar with the 
fprmul^as for deter- 
mining over-^ex'ten- 
sion and the in- . 
formation on bank- 
ruptcy. 



Adtivity 



must be evaluated and adjust- 
mentg^m^e to better suit the 
jieeds of the family. Then 
show how Figure 6 (Transparency 
Master 10) cdh be used to keep 
records of each m6nthly budget 
to help in the evaluation of 
the total plan. Briefly dis- * 
cuss the importance of the 
annual evaluation and adjust- 
ment of the financial master 
plan. 



State: "Although fiinancial 
planning should be a preveti- 
tiye measure,^ many people 
begin to consider any form 
of planning only after they 
ard^ already in serious finan- 
cial trouble. Financial plan-* 
nin^ can^'serve as part of the 
remedy, biit before any per- 
mahent solution can be found, 
the specific problems and 
causes^ust be identified. 
Once known, one ,can seek.:out 
the proper assistance^ Usually 
these problems denter' on or, 
result in either the loss of' 
income or over-extension of 
income," Mention several 
specific types pf financial 
problems and their causes. 

State that to avoid over- 
extension the family must 
know its debt limits. 
Select one of the formulas 
given and explain or illus- 
trate its use. List several ^ 
alternatives that ^the family 
can^ choose froii^f they, do 
become financially over- 
«xv ended, aa/j^isted in t\\e 
coii::^ptual outline, Con- 
cl, /.de that bankruptcy is • 
c 3 last resort and. point 
"<ut the differences between 
V two types of bankruotcv. 



Section 

of 
Module 



Tlme^ 
(Mln,) 



Conclusion 



Preparation 



Activity 



End the session on a positive 
note by reminding^ the learners 
that careful financial pla- 
ning In the first place will 
lead to the successfijil accom- 
plishment of the family's 
goals. 

Ask the audience for , questions 
or comments concerning .the 
topics covered*, 

If desired, arrange for a 
fbllow-uR ses&lon with a 
guest speaker such as a 
local banker, lawyer, or . 
financial counselor. 
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B. Discussion-Oriented Presentation • 

(50 Minute Overview) - 

, . . ■ ' t» • 

To the leader: This is a struct;,ured discussion approach for a 50-minute 
session covering the highlights of the entire financial planning module. 
The first column, "S,ection of Moduje", indicates the part of the module to 
be covered. The "Time" column suggests how many minutes could be spent on 
that particular section in order to cover all of the material in just 50 
minutes. The '^^Preparation" column recommends procedures to help you pre- 
pare for the presentation. The "Activity" column suggests how you might 
lead a discussion on each* topic. It is important to remember that it 
will be very difficult to cover all of this material in just 50 minutes. 
For this reason, b^ especially careful not to exceed-the time limit 
suggestion in the "Time" column (unless you take equivalent time away 
from another part). Otherwise, you will not be able to accomplish all 
of the goals for the session; 



Section 

of 
Nodule 



Time 
(Min>) 



Preparation 



Activity 



Intro- 
duction 



Read the purpose of 
the module on page 
3 and the introduc- 
tion on page 6- 



Briefly introduce yourself and 
state: "Would you believe that 
a family with an annual income 
of $21,000 could not make ends 
meet? Regardless of the size of 
the income, many families do have 
this problem. In the case just 
mentioned, the husband had been' 
earning a good salary for several 
years, but part of the problem 
was that the family could not 
stop spending. Both he' and his 
wife were equally careless. No 
real plans were ever made for 
spending, savings or for future 
goals. Simply put, there were 
no plans at all. Since th^ir in- 
debtedness amounted to over ' 
$36,000 with assets amounting to 
only $4,500, this family event- 
ually ended up filing for bank- 
ruptcy. Does this sound like a 
familiar case to you?" (Allow 
time for brief comments.) 
"We will be discussing the pur- 
poses of financial planning, 
how to make and implement a 
financial master plan, and hen* 
to handle common financial 
problems." 
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Section of 
Module 



Time 
(Mln.) 
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Preparation 



Activity 



Purposes 
of Finan- 
cial 

Planning 



Review the objectives, 
conceptual outline, 
mnd supplemental 
harratlve for Section 
I on pages 16-18. 
Refer to the leader 
activities for this 
section on page 59 ^ 
and decide which of 
the reaction ques- 
tions you .will use 
to elicit response 
from the group. 



Use one or more of the questions 
on page 59 to stimulate discussion 
on the purposes of financial 
planning. From this discussion . 
draw out several of the purposes 
and assumptions given In the con- 
ceptual outline. 



II 

Making a 
Financial 
Master 
Plan 



10 Review the objectives 

for Section II on 
page 20. Reafl care- 
fully the conceptual 
outline and supple- 
mental narrative on 
pages' 20-29. Refer 
to the Leader Acti- 
vities for this 
section on page 60 
and decide which of 
the questions you 
will ask to elicit ✓ 
response from the 
group. 



Ask the learners some or all of 
the questions on page 60 to 
arrive at the' steps and factors 
Involved In , making a financial 
master plan. Make sure that the 
following concepts are brought 
out through this discussion: 
(1) net worth, (2) estimating 
projected income and determining 
disposable income, (3) distin-. 
guishing between fixed and 
variable" expenses, (4) setting 
the family's goals, ^ (5) deter- 
mining spending patterns, (6) 
the importance of planned savings, 
and (7) how to handle large 
Irregular (revolving) expenses. 
If they are not, "briefly explain 
the role of^.^ach cf each '^f these 
in making the financial plan. 



• III ' 
Implement- 
ing the 
Financial 
Master 
Plan 



Review the objectives, 
conceptual outline, 
and supplemental 
narrative for Section 
III on pages 31-39. 
Refer to the Leader 
Activities for this ' 
section on page 63 
andydeclde which of 
the questions you 
will ask to stimu- 
late response from 
the group. Al- 
though this is a 
discussion-based 



Through the discussion questions, 
"make the point that the budget is 
a short-term tool to be used in 
impliamentins total financial 
plans. Make ^ure that each of 
th^ steps. in the budgeting process 
^re mentioned. If possible, give 
the learners copies of the' monthly 
and annual budget worksheets and 
discuss their use. 
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Section of 
Module 



time 
(Mln>) 



Preparation 



,111 
(ContM) 



.5 



approach, It would 
be helpful to the 
learners If jthey 
were given copies 
pf the blank finan- 
cial record forms. 



Activity 



..Ask the audience to comment on 
•how they would evaluate the 
total financial plan. All of 
the points under that toQlc In 
the outline on pages 32-33 should 
be Included In the discussion. 



IV 

Handling 

Financial 

Problems 



Review the objectives, 
conceptual QUtllne, 
and supplemental 
narrative for Section 
IVoa^ages 41-46. 
^'tSfWi(tb the Leader 
Activities for this ' 
section on page 65 
and decide which of 
the questions you 
will' ask to elicit 
response from the 
group. 



Ask the learners the questions 
on handling financial problems i 
From their answers Identify 
several financial problems and 
their causes. The problems 
will probably fall under the 
categories- of loss of Income 
and overr-ex tens Ion of Income . 



Ask the audience, "How much debt 
is It safe for a family to ac- 
cumulate?" Direct their ;answers 
towards the use of one of the 
formulas for determining debt 
^limits explained In the supple- 
mental narrative. 

Ask for discussion on "How does 
a family get out of debt?" Make 
sure that all of the points under 
section IV .D. (page 42> of the 
conceptual outline are covered. 
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Section of 
Module 



Time 

(Min, ) Preparati/on 



Conclusion 



/ 



Activity 



Ask If there are any ^additional 
questions or comnents about 
financial planning. 

If Interest Is Indicated, you may 

want to arrange a follow-up 

session with a guest speaker or 

panel discussion made up of local 

bankers, lawyers, financial coun- 
selors, etc. 



5.3 




IITOT}l/yTO\CH . 
LEADER ACriVriES 

(PRESENTATIONS FOR Two SESSIONS) 
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SESSION ONE PRESENTATION 
THE PURPOSES OF FINANCIAL PLANNING ^UTO MAKING A FINANCIAL MASTER PLAN 



The following plan Is a suggested approach for a 50-'mlnute presentation 
cqvering the first two components of the financial planning module. 

The first column, "Sectibn of Module" indicates the part of the module 
pp be covered. ^ o . . 

The "Type of Activity" column tells whether the activity is Recommended, 
•^Suggested, or Optional. Remember to concentrate first on the RecOTmiiended(R) 
activities and if time permits, next on the Suggested (S) activities, and 
finally on the Optional (0) activities. 

The "Time" column suggests how many minutes might be spent on that par- 
ticular activity in order to cover all of the material in 50 minutes. It 
is important to remember that it may be very difficult to cover all of this 
.material in just 50 minutes. For this reason, be especially careful riot 
to exceed the time limit suggestions in the "Time" column unless you take 
equal time away from another part. 

The "Activity" column suggests activities for meeting the objectives. 
Of ten an activity says "list", "state", or "define" for example. Th^ 
actual apptoacjh to be used is left for you to decide. If ybu have facilities 
for overhead projection, chalkboatd, or flip chart, these can bemused as 
well. You are urged to use whatever method yo^ feel is most effective 
convenient, and available. ' 

When an as terisk(*) appears at the end of an -activity, it indicates 
that a transparency master for that particular activity is in the Appendix. 
Before you proceed, be sure that yon are familiar with the- objectives for 
each component, the material in the conceptual outline and supplemental 
narrative for- each component, and have decided how yoii will accomplish each 
activity. ^ 
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Read the purpose of 
the module on page 
3 and the intro- 
duction on page 6. 



Briefly introduce yijurself and state: 
. "Would you beUefve that> a family . 
with an annual income of $21,000 could 
not make ends meet? Regardless of the 
size of the income, many families do . 
have this problem. In the case of. the 
family jusk» mentioned, the husband had 
been earning a good salary for several 
years , but part of ^the problem was that 
the family could not stop spe^ilding. ^ * 
Both he and his wife were equally care-> 
less. No real plans were ever made .for 
spending, for pavings, or for future 
goals. Simply put, there were no plans 
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at' all. Since their indebtedness 
amqunted to over $36,000 with as- 
sets amounting to "only $4,500, this 
family eventually ended up filing 
for bankruptcy. This case illu- 
strates that, rich or poor, all 
families have a need for some sort 
of financial planning. ->In this 
session Jif^e will be examining the 
purposes. of financial planning and 
how a financial master plan can be 
made. 



Purposes 
of Finan- 
cial 

Planning 



Review thd objecr 
tives for Section 
I on page 16. 
Transparency Master 
1 of objectives can 
bis shown as back-^ 
ground during the 
pre- test discussion. 



/ 



3 Be familiar with 

the conceptual 
outline and sup- 
plemental narra- 
tive for section 
I on pages 16- 
18. . 



(oral pre-test) 

Ask the g;rpup to react to some or 
all of the^ following questions to 
stimulate thought and to check the 
amount of understanding the learners 
have about this topic,,* (Trans- 
parency Master .1,' page '75, may be shown.) 
. (1) "Our family has not had any 
financial difficulties for some 
time. Why do we need to make a 
f inane ial,|)lan?" 

(2) "Lately we seem to be quarteling 
with our c'iiildren over money matters; 
What cant/vJe do to help this situa- * 
tion?". j 

(3) "Is filiailcial planning really 
worth the fextra time and effort it 
takes?" - ' ' 
After receiving' respbhses from the 
group, St Jte this generalization: 

"We can seje that there are a variety, 

assumptions and. purposes about 
financial planning." ' 

State (or list on a chalkboard,' flip- 
chart, etc.) the assumptions, and 
purposes for financial planning aq 
listed in the conceptual outline on • : 
pages 16-17 . The supplemental nar- 
rative; for this s^ctiph' will help 
you explain theee points to the 
learners. 
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' II 

Haklng a 

Finan- 
cial 
Master 
Plan 



Review the objec-r (oral pre-test) 

tives for Section Again ask the audience to respond 
il on page 20. to one, oif more of the following 

Transparency Master questions*: (Transparency Master 



2 on page 76 may 
be shown as back- 
ground for this 
discussion. 



Examine carefully 
" ' the conceptual 
outline ,and sup- 
plemental nar- 
rative for Section 
II oh pages 20- 
29. Pay close ... 
12 attention to the 
tables aiid forms 
^ provided (Figures 
1-4) . Be sure 
V you fully under- 
stand these. The 
transparency mas- 
ters' provided on 
pages 77-81 cor- 
respond to these 
flgutes. If you 
decide to use 
transparencies you 
ma3r want to write 
the same, numbers 



2 may be shown) . 

(1) "I have ^ried to write down my 
financial plans, but I can't seem 
to find an organized way of doing 
this. What should I do?" 

(2) "I've never made a financial 
plan before. How will I have any 
idea of what 1 plan to spend?" 

(3) "Last year I was doing well 
with my finances until the month 
when my annual auto insurance 
premium came due. Then I had to 
borrow $300. ( How can a financial 
plan help me^, dS^oid this?" ^ 
After- receivingSs^spoi/ses from the 
group, state this generalization: 

"A written financial master plan 
can help avoid many problems. We 
need to look at how one goes about 
devising such a plan." 

Explain the steps involved in making 
the financial plan as listed in the 
conceptual outline. The supplemental 
narrative will give you an idea of 
how the steps might be explained and 
th^ figures used. 

First discuss determining family re- 
sources . Include : 

(1) current net worth* (Transparency 
Master 3 may be shown or blank forms 
distributed to help explain this 
concept). (2) estimating projected 
income and determining disposable 
income*. (Transparency Master 4 or 
distributed blanks may be used), and 
(3) other resources. 

State that the next step in making • 
the plan is projecting expenses". 
Mention: (1) the difference between 
fixed and variable expenses, (2) 
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in on the blank 
masters as those 
shown on the 
figures In the 
supplemental Nar- 
rative, or make up 
amoun t s of y o ur 
own that areVsult- 



determlnlng goals (list the thrfee 
types and give ex^plesv of ^e^ch) , 
and (3) determining spending pat- 
terns*- 

Briefly discuss the time length 
of the plan. Point out that savings 
is given first consideration in 



able tiKti^ typical the Written plan.* (Transparency 



income, levels of 
your audience. It 
would also be help- 
ful to the learners 
if they were given 
copies of these 
blank forms for . 
their own use* 



Master 5 may be shown and hypo^ 
thetical amounts written In). Be 
sute to mention .the emergency fund. 

State that after amounts for savings 
. have been determined, then the ex- 
penses should be incorporated into 
the plan. Give spfclal attention ' 
to large Irregular (revolving) ex- 
penses as they are a frequent 
problem.*. (Transparency Master 6 
can be used to illustrate how these 
can be managed. The example in the 
Supplemental Narrative on page 29 
will help you. 

Conclude this session by stating 
"When the total written plan has 
been devised, a monthly budget is 
planned in order to implement the 
total financial master plan. 

Ask if thepe are any questions from 
the audience. 
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SESSION TWO^PRESENTATION 



IMPLEMENTING THE FINANCIAL MASTER PLAN AND 
HANDLING FINANCIAL PROBLEMS 



The following plan is suggested approach for a 50- minute 
presentation .covering =the third and fourth components of the, financial 
planning modu^. 

The first column, "Section of Module" indicates the part of ' the 
module"* to be covered, ' - ^ 

The "Type of Activity" column tells whether the activity is 
Recommended, Suggested, or Optional, '^Remember tcx/concentrate first on 
the Recommended (R) activities and if time permits, next on the Suggested 
(S) activities, and finally on the Optional (0) activities. 

The "Time column suggests how many minutes m-ight be spent on 
that particular activity in order to cover ^.alT of the material in. 50 
minutes. It is important to remember that it may be very difficult to 
cover all of this material in just 50 minutes. For .thi# reason, be esp- 
ecially careful not to exceed the time limit suggest i9ns in the^^tJjne" 
column unless you take, equal time .'away ^rbm another part, ^ ' r 

The "Activity" column suggests activities for meeting the ob- 
jectives. Often an activity says "list",/'state",^ or "define" for ex- 
ample. The actual apprbaoh to be used is left for you to decide. If you 
have facilities f6r overhead projection, chalkboard, or flip chart, these 
can be used as well. You are urged to use iirhatever method you feel Is 
most effective, convenient, and avajllable. 

When an asteriak(*) appears at the end of an activity j. it indidates 
that a transparency master for that particular activity is in the Appendix, 
Before you proceed, be sure that you are familiar with the objectives for 
each component, the material in the conceptual outlines and supplemental 
narrative for each component, and have decided how you will accomplish 
each 'activity. 
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Review the objectives 
and competencies for 
Section I and II on 
pages 16 and 20. 
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State: "in our last session 
we discussed the purposes 
and assumptions of financial ^ 
planning and the consideration^ 
that must be given, in makitig 
a financial master p]^n for" 
the fanjily.. What are some of 
the more important ppihts to 
remember concerning these 
topics?" (allow time for 
brief responses from the 
learners) 
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"In this session, 'we will discuss 
first how the financial plan Is 

..Implemented through budgeting , 
and then- how t(^allevlate com- 
mon financial prdblems that 
families may ha ^e.""^ ' ' *^ 



Review the objectives 
for Section III on 
page 31,. Transparency 
Master 7 of objectives 
can be shown as back- 
ground -during tAe' 
prer-test discussion. 



(oral pre-test) 

Ask the "group , to r^act to some 
or all of the 'following ques- 
tions to stimulate thought and 
Co check the amount 'of under- 
standing the learner^ have about 
this topic* (Transpar,ency 
Master 7, .page 82, may be shown.) 

(1) Our family has set ^f inancial 
goals for the future' aild esti- 
mated the income; savii^gs, 
emergency fund, etc. that we 
expj^ct to maintain.^ W^at do 

we do now to make sure; these 
goals are achieved? • | 

(2) Budgeting seems to- take up 
too much ofc myrtlmcy to be 
worthwhile , and all" these forms 
and worksheets are confusing to ' 
mei ' What am I doing wrong? 

(3) We made out ^a budget for 
every month last year but it 
didn't seem to help us get out 
of debt. How do you use a . 
budjget effectively? 



After receiving responses from 
the group, state this general!-, 
zation: "The process of bud- '. 
geting is an essential part of 
accomplishing, your financial 
objectives. It is important 
to remember, however, that * the 
budget Is a short-term tool to" 
be used in implementing total 
financial' plans." 
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,Bc familiar with'^ the 
conceptual outline 
and supplemental 
narrative for sec- 
tion III on pages 
32-39. 

Decide if you will^v^ 
use Transparencty'*^ 
Master 8 on page 
83 for this discus-, 
ision or if you .will 
write ,tKe infor- 
mation on a chalk- 
board. Use a flip- 
chart, or simply 
estate the infor- 
mat on. , ' * 

Examine figures 5 
(page 36 ) and 6 
(page 39 ) and their ■ 
explanations in the 
supplemental nar- 
rative. Note the 
corresponding blank 
forms In the ap- 
pendix (Transparency 
Masters 9 a^d^^^lO" . 
* (pages 84 and 86.) 
If you .decide to use 
transparencies you 
may want to wxrite* ; 
the sBMGt numbers in 
on the blank masters 
as those shown ou \ 
the figures in the 
supplemental nar- . 
ratlve as examples, 
or make up ^amounts 
of your own that are 
suitable to^ the 
typicial income levels 
bf your audience. 
It would also l^G 



Explain that the budget is only 
\6n<a segment of the total finan^ 
,'cial plan, that .it should be a 
joint family effort, and should 
be devised; to suit the indivi- 
dual needs of the family- 

Ulst the steps in the budgeting 
process.*- (Transparency Master 
8 may be used , or this information 
may be written on a chalkboard, 
flipchart, or simply stated.) 
Comment! oa., the importance of 
each step. (The supplemental 
narrative will help you do 
this). 



Discuss the development of the 
individual family's budget work- 
sheet* • Stress the Importance of 
each family designing a worksheet 
to suit their own needs. Use 
Figure 5* (Transparency Master 9) 
as an example of one family's 
'budget.* Explain how the worksheet 
was used. * State that each monthly 
budget must^be evaluated- and ad-, 
justments made to better suit the 
family's needs. 



Difecuss evaluating the total fi^^^ 
ancial pl^n. Use Figur#'6* (Trans- 
parency Master 10) to,.lllustrate 
how each monthly budget fl^ust be 
viewed in terms of an annual 
evaluation. JExplain that re^ 
determining net worth and reas- 
sessing the family's goals are- 
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IV R 
Handling 
Finan- 
cial 

Broblems 



helpful to the learners If also Important In evaluating 

they;^were given copies" of the financial status and plans, 

th^se *bl§ink forms for - , - 

their own use. ' 



.Review the objectives, 
"conceptual outline, *and 
supplemental' narrative 
for Section IV on pages 
41 thru 46^ Transparency 
Master 11 on page may 
be shown as background 
for this discussion. 



Ask if ther^ are any questions*, 
on the topics just covered.' ♦ 

(Oral pre-test) ' 
• Ag^in aisk .the audience to re- 
spond to one or more of the 
following questions*: (Trans- 
par.ency Master" 11 may be shown). 

(1) Almost one third of my month- 
ly paycheck goes towards i)ay"- • 
ing^^iristallment debts. ^ Have* ' 

i over-extend«d my credit? - * 
(see page 42^ IV. 'C. 1.) ' 

(2) . There's no way I^XDssible 
for me to make, all the credit 
payments that are due this 
month. V/hat cfan I dp? 

.(sefe page 42, IV. D. 2,,3.,4.) 

(3) Bankruptcy seems to -be the y 
only alternative L have left^ 
What are- the real., consequeinces 

of. taking this step, (page 42, 
IV. D. 5.) 

After receiving responses from 
the- group, state this generil* . 
ization: "Although financial ' , 
planning should be looked- at as 
a preventive measure, many 
people, beg:(^ to consider bud- 
geting or any form of planning* ^ 
only after they are already la ^ ^ 
serious. financial trouble. Fin- 
ancial planning can; serve as- 
part of the remejdy, Ibut 'before 
any.perihaaent solution can bei 
found, the specific problems ' - ' 
and causes .must be identified. 
Once known, one can' seek out 
the proper assistance.. 
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Be sure'you^are famllar 
with the section of sup- 
plemental narrative on 
page 43 heade'd '^Financial 
Problems and Their Causes /V 



State that financial pro- 
blems center on or res.ult in 
either the loss of Income or 
overextension of income. Men- 
tion several specific types of 
financial problems land their 
causes. The supplemental 
narrative oh page 43 will 
give you s.uggestipns for doing 
this. 



Read oarefully the seci- 
tion of' supplemental 
narrative on page^ 43-* 
44 headed "'Debt Limits 
for a Family". Make 
sure you fully under- 
stand tthe four form- 
ulas for determining 
debt limits. 

Review the section of 
supplemental narrative 
headed *'How to Get Out 
of Debt'V (pages - 45-46).' 
Be sure you understand 
the section on bfilnk- 
ruptcy as you will likely 
have questions ^about 
this. topic. • 



Discuss the topic of d^bt . 
limits far a family. Select 
at least one formula for det- • 
ermining debt limits and explain 
this to the learners. If a ^ 
chalkboard or f lipchart is 
available you may want to ill-- 
ustrate the use of the formula. 



List^the alternative| a family 
can choose from, to alleviate 
financial 6verejcten*sion. Be- 
gin with use of a tight bud- 
get, mention contacting the 
creditors 9 a bank, finance 
company, etc. , or some type 
of financial counselor. "Con- 
clude that bnakryptcy is the 
last resort tp haridiing fin- 
ancial problems and . point 
out the .difference between 

'5'' 

a Chapter XI and a Chapter 
XIII' bahkriiptcy . End the. 
discussion on a positive' note 
by reminding- the learners ^ 
that careful fijianci&l plan- 
ning in the first place will ; 
lead ,tb, the successful ac- 
comglishmfent of the f amily ' s 
goals. . ^ 
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Ask the audience for any * 
questions or 'comments con- 
cerning the topics covered. 

Atrange for a third indepth 
session with a guest spea,ker 
such as a local banker, law- 
yer, or financial counselpr. 
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SOURCES OF FURTHER le^ERENCE 



ERIC 



Sources of Further Reference 



For additional indepth reading on the preceding topics, see any one 
or more of the following references. If these are not available in your' 
local school, college, or public library, you may wish to order sevetal 
for your use. • . 



Textbooks 



Ballard, Thomas , David L. Biehl and Ronald W, Kaiser, Person al Money 
Management, Science Research Associates , Inc. , Chicago, 1977, pp. 43-69 

Bartok, Fred W. and Edward B. Lee, Jr., Personal Economics : Holbrook 
^ Press, Inc., Boston, 1977, pp. 17-41. : ~ . 



""Z\oTCt9n: pp°!°^8l"°'"" - • ^-»°vich, inc.. 

Cohen Jerome B. , Personal Fi nance; Principles and Case Proble ms. v 
Richard D. Irwin, Inc. , Homewood, Illinois , 1975. ~ 

Donaldson Elvin F. , John K. .Pf ahl, and Dav\d T.,; Cr^ry, Personal Finance . 
Ihe Ronald Press Company, New York, 1977, pp. 33-69. ~" ~ 

""u^iT* S*^^ Pe^^.sonal Money Managemen t ; A Consuiher Guia. , Prentice- 
Hall, Inc., Englewood Cliffs, New Jersey, 1976, pp. 3-^4, 66-73, 75-100. 

^H^A ^""^^ H. Gillespie, Strategy -for Personal Finance . 
McGraw-Hill Book Co., 1977, pp. 36-71, 146-150. ~" ' 

^Tlou r.^Ui!K"°"^^ ^-^^^r^"^ Management: b y Qblectlves : Harper 
& Row Publishers, Inc., 1977, pp. 51-75, 116-122. ^ 

^°pp?''8-41^''u6 -?5?!^ K^^'^^^^^^y & Co., Inc., New York, 1975, 

Family Finance: Money ^^nM^. ^.ent for the Cnn«„n... 
Little, Br,own, and Co,, Ltd. , Canada, v.1975, pp. 19-47. ~~ 



Articles 

* ■ . . . ■ 

"Bankruptcy- No Longer a Dirty Work," U.S.' News and World Rep ort, vol. 
78 (April 7, 1975), pp. 52-53. ^ ~ 

"Budget^ Smoothes the Way." Changing Times , vol 30 (February, 1976), 
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Bymers, Gwen J. "A Financial Checkup on the Use of Credit ■, " Cooperative 

Extension Service, New York State College of Home Economies', Cornell 
University, Ithaca, New York. 

■ • 

"Consumer Exepnditure Survey, "(Report 455-3) , 1976, U.S. Dept. of Labor. 

Daly, M. "Family Money Management," Better Homes and Gar dpn« . 
column in 'monthly issues. ~~ '. ~ 

"Do-It- Your self Financial Checkup," Changing Times , vol. 30 (February. 
1976), pp. 6-19. ~ 

''^Lriiu^^^ a Budget?" House and Garden , vol. 148 . (Aprii, 1976) pp. 

• '^''iqq V^;,/' 1Q?^T '° St°P .i^8"i"8 Ab6ut Money," Reader's Digest , vol. ' 
xyy (.July, 19/6J, pp. 68-71. , , 

^^(May^*l975r Getting (?aC of Debt," McCalls . vol. 102 

oSr^ ^° Bankrupt?" Changing Times , vol. 29 (June, 1975),- 

• ■' > • ■ ■ ■ ■ • - ^ ' 

s • ■ 

."when;^our-^-Budget^Signals Danger," Changing Times. , vol. 31 (February, 
!''/)> PPi 33-35. / ■ ^' 

■ ' ' ' o 

The following organizations and agencies have educational materials 
to provide assistance in financial planning or counseling, ./ 

Organizations . • . 

Private ^ 

* . * . ■ 

.American Bankers Association, 12 East 36th Street , New York; N.Y. , 
. 10016. 

American Bar Alsociationv 1155 East 60th Street, Chicago, II., 60637. 

Credit Union National Association, Box 431B, Madison, Wi., 53594* 

■ • . ■ . -J.. . ", . 

. , . Household Finance Corporation, Prudential Plaza, Chicago, II., 60601. 

. Institute of Life Insurance, Educational Services, 277 Park Avenue, - 
>Iew York, N.Y., 10017. . 

National Consumer Finance Association, Educational Services Division, 
1000 16th Street, NW, Washington, D.C. , 20036. . 



EKLC 



National Consumer Information Center, 30005 Georgia Avenue, NW. 
Washington, D.C., 20001. ^ 

, ■ ■ / - 

National Foundation for Consumer. Credit, Federal Bar Building, West, 
1819 H Street, NW, Washington,' D. C. , 20006. 

* ■ * y ' 

Federal . ' ^ . * . 

Office of Consumer Affairs, Department .of Health, Education and Welfare. 
Washington, D.C., 20201. . 

°^n^o^ °Jncfy" Reserve System, Washington, 

l/.CVy 20551. . 

■-■/.■■ . : . ■ ■ ■ • ' - ■ , • ■ 

U.S. Department of Agriculture, Washington, D, C. , 20250. 1 

State • 

S. ' ■ ' ' ' ' ' " 

Consumer Credit Counseling and Educational Service of Greater Washington, 
Inc., 3541 Chain Bridge Road, Fairfax, ya. , 22030. 

Virginia Legal Aid Society, P. o'. Box 417, Richmond, Va,, 23203. ' 

Virginia Citizens Cbpsumer Council, P.O. Box 777, Springfield, Va., 22150. 

Virginia Retail Wchants Association, Raleigh Hotel, Suite #3. Richmond. 
Va., 23219. . ' 

Virginia Polytechnic Institute and State University, Extension Service. 
Blacksburg, Va. , 24061. ' 

/ . 

Local ^ • 

Local banks - ' ' ■ - 

« t> ^ . _ 

Local credit bureaus ^ 

Local credit union r . ' y 

Local Legal Aid Society , ,^ ^ - 

County Extension. Agent * • 



EVALUATION DEVICE 

Rather than have the adalt learners complete a final posttest, it 

Is suggested that you use this type of evaluation. By using this form of 

* ■ ■ * 

evaluation, you will have an idea of what the participants actually learned, 
..and which of your techniques you may want to use again or alter. -If on the 
other hand, you prefer giving a formal posttest to better assess actual • . 
learning, ^ the competencies listed at the beginning of this module have 
been designed tp facilitate making questions for such a test. 

In order to keep the evaluation brief in length and in time needed, 
for completion, three questions might be asked. The participants could 
write their answers and comments and turn them in to you with their names 

on them or anonomously. The three areas of information you want to* 

' • * ' ' »> ■ 

evaluate will likely include: / . 

" ., -m ■ . .. 

1. Describe your overall 'reactions to our session (s) on "Making and 
Using a Financial Plan.'*. 

2. List the three most importa^ntjthings which you fefel you have learned 
from our financial planning session(s). ' \ 

3. ^ What recommendation (s) can you give for similar sessions to be 

held in, the future? 

Other possible questions to help assess the learning of the. participants 
might cover: 



- What are some of the purposes of financial planning? : 

- Explain the importance of havihg a written Ibttg-term finiancial plan. 

- Describe the role that the budget has in financial planning/ 

- What are the basic steps involved in setting, up a personalized fapnlly 
budget? " • 

- Name several causes of financial problems and so.urces of help the family 
might seek in handling thfir financial difficultieis. 



REACTIONS TO YOUR USE OF THIS MODULE. 



.1. I used this module with the following group of adults: 
(please describe) 



2. The group's reactions to the modular approach were: 



3. My reactions to using this approach are: 



4, My suggestions for revisions are: 

» 



■ { 



Pliease return to: 



Glen H. MitcheLl or E. Thomas Garman 
Virginia Poliytechnic Institute ; 
and State. Univ^M^ty / 
Management, Hoyiafing, and 
Family Development 
" 226 Wallace Hall ► 

Blacksburg, VA' 240€il 
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Master I 



l. *THE PURPOSES OF FINANCIAL PLANNING ' 

. ■ . »■.-,■ 

Major (kjEcriVEi : . ; 

To CITE The major^ purposes for and assumptions underlying the concept 

<^ FINANCIAL PLANNING. 



Specific QRjFn-TVFs: 

To LljST WAYS IN WHICH FINANCIAL PLATjiNING CAN IMPROVE THE OVER-ALL WELL 
• BEING OF FAMILIES AND INDIVIDUALS. ! . 

To UNDERSTAND- THE IMPORTANCE OF SETTING GOALS ON WHICH TO BASE FINAN- 
CIAL PLANS. / • " 



Transparency 
_ Master 2 



II. WKING AFll^CIALmsp PLAN " 
MftjQR fkiFfTTTVP' ,.. 



: To DCTERMINE THE NET WORTH OF A F/V^iLY 0^ 

To LIST SEVERAL TYPES OF RESOURCES AVAILABLE TO A FAMILY; 
To DEFINE- WHAT IS MEANT BY DISPOSABLE INCOME, 

^tSlS^ "^'^^ °' ^PES OF GOALS IN FINANCIAL ^ > 

To IDENTIFY WAYS OF DETERMINING EXPENDITURE PATTERNS. 

To DISTINGUISH BETVEEN FIXED ifl^ND VARIABLE EXPENSES. < 
: ^U^^'JK^ '^^^^^ ^^.^^^ ^ °^ PINING FOR AN ADDITIONAL 
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ASS&S 

Money IN SAVINGS ACCOUNTS $ 

Cash on hand and checking account balance. $. 
' Cash value of: 

Home and other real Esf ate $, 

/\in'a|10BILE AND other VEHICLES $. 

Household equipment and furnishings $_ 

. Insurance (cash value of policy) ' $_ 

BoNDs^ stocks And other investments $_ 

/ViiNuiTY OR Retirement Plm^ (cash value) $_ 

^ r^EY owed you . ■ . $_ 

Othe r - $ 



Beginning of 
_the year 

19^ 



■ ' ■ / - ■ $_ 

. Total Assets / " $_ 
LIABILITIES • / 

Mortgage . / $_ 

Debts OWED (iNSTACU^NT AND SINGLE' PA\T^ 

loans) ' $ 



$_ 



> ■ « 

' Total Liabilities ' $_ 

NET WORTH 

. Total OWNED MINUS TOTAL owed ■ , ' $ 
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Dg! MNIN(3 DISPOSABLE INg 
.1. DETAINING GROSS INCaiE 



/ Sfi,iM\j Wage or Commission 
Other Salary^ Wage or Commission 
Interest 
Tax Refunds • 
Gifts 

Pensions . 
Social Security 
. Annuity 

BONUSES • ' ■ 

Bents • 
Dividends 
Special Fees 
Welfare Payments 
Food Stamps 

Other. Income - 



Last Year's ^ 
Income (to Income Expected 
HELP as a Guide) This Year 



TOTAL GROSS INCOfC 
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3. DISPOSABLE INCO^ (reo^rd THESE DEDUCTIONS ON A MONTHLY BASIs) 



Federal Income. Taxes deducted 

State Income Taxes deducted 

SocVal .Security TA.<£& 
. ' Health Insurance 

Life Insurance ' 

topENT Insurance 

Disability Insurance 

Retirement Fund Contributions 

Union Dues' 
. Company Savings Plans 

Credit Union- Savings 

Other Deductions . ■. 



^, TOTAL DEDUCTIONS (monthly) 



5. TOTAL DEXICriOfg ON M ANNUAL BASIS (multiply the total of deductions 

IN NUMBER -FOUR BY 32) ^ ' 

6. TOTAL ANNUAL DISPOSABtf INCOME (subtract total of -these deductions in 

" . number f IVE from total gross income . m NUMBER 2) • " ■■ . 

7. TOTAL^I^IY. DIOTSABII TNOX^^ (dividean^jal total .in number six ' 



Transparency 
Master 6 



. RESERVE FUND W)RKSHET 
FOR LARGE IRREGULAR OR REVOLVING EXPENSES 



• Year 19 _ 
Date 


Amount rtEDED 
TO Cover 
Large Expen- 
ses 


j^posit in 
, Reserve 
Savings 
Fund 


Maid From 
Reserve 
Savings 
Fund 


Keserve 
Savings 
Fund 
Balance 


(Describe Expense 
Item:) 


January 










"EBRUARY ' 

1 
1 










^CH 










April - 










riAY • 










June / 










July r 

\ 










AUGUST ); 










September '/ 










UCrOBER 










NOVEMBER 








- . 


DECEMBER " 










TOTAL 











Total Large Irregular Expenses: $ 

WHICH IS THE amount TO.BE DEPOSITED IN 

•Should equal balance at feEGiNNiNG. 



5 

IN Re 



I video by 12 = $ 

SERVE Fund each month. 
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III. iMPLBerriNG m fiiwicial mm Pim 



Major Qbjectivf : 

■ I 

T ° 1 

" AO VISUALIZE THE IMPLEMENTATION OF THE FIfJANCIAL MASTER PLAN THROUGH 
THE USE OF BUDGETING AND PERIODIC EVALUATIONS OF THE PIW, 



Specific QR.iFrTTVF<;: 

T- ^ ^ , ■ h 

10 RECOGNIZE THAT BUDGETING IS A SHORT-TERM ;TOOL THAT HELPS THE FAMILY 
ApHIEVE THEI.R FINANCIAL OBJECTIVES. • ' 

To LIST THE STEPS INVOLV£D IN THE BUDGETING |^XESS. 

To DEVISE A PERSONALIZED BUDGET FOR A FAMILyI 

To UNDERSTAND THE IMPORTANCE OF CLOSELY EVALliATING THE BUDGET. 

To NOTE WAYS OF ADJUSTING THE BUDGET TO BEntR SUIT THE FAMILY'S NEEDS 
AND WANTS. ' . 



To LIST WAY^ IN WHICH TO EVALUATE AND ADJUST W FINANCIAL MASTER PLAN. 



82 

86 ' 



THE BUDGETING PROCESS 

1. MNE m GOALS YOU TO ACHIEVE IN THE BUDETIf*- PROCESS. 

2. ESTlte THE DISPOSABlf IfCdf THAT Will E AVAIlMf FOR THE FMLY'S 

USE PING fflE BUDGETING PERIOD. ^ 

3. CATEGORIZE THE TVPES OF EXPBJSES TTIE F/^IILY WIL NORIAIIY BCOUie 

DURING, THE BUDGETING PERIOD, 

if-' ESTTOTE THE APRROXWTE W'PIS lE FffllLY WILL SPDffl IN EliCH OF 
- THESE fflTEGORIES, 



5. DB/ISE A WOROE FOR THE BUDGET W SUITS THE FffllLY'SllffllVIDUAL 

NEDS. ■ • 

____ . : s_._„ .. I .. . , 

6. ACCURATELY RECORD TIE AORJAL mmm 0(ffO fflE WORKSHET. 

♦ ■ ■ * 

7i ' B/AUJATE THE BUDGET PERIODIC/ILLY, 



llJfmiLY BUDGET WlO 
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L Estate 

IERSONAL ^OPERTY 
:EDERAL^toME TA! 



$_ 



fbNTH 



Planned 



Actual 



State income Tax 
Mortgage or Rent 
Fi^ Utility Payments 

^^^ABLE 
HER 

Insurance 

Life 
" IJedical 

Other woperty 

Installment Payments 




Notes Payable ° 
Licenses^ Fee^^ at© Dues 

■ r . 

Tuition 

Planned Savings 
e^er6ency/fund 

TOTAL 



$ 

\- 
$_ 

$_ 



$_ 



FIXED 



$_ 

$_ 




iLS AT Home 



fiuT 



TAINING 

Alcohol and Tobacco 



$: 



$_ 



$_ 

$_ 

$_ 



$_ 
$_ 



19 _ 

(+) OR (-) 



. ■ 1 




» 




I — 1 


» 



$_ 
$_ 

$_ 



$_ 

$_ 



$: 



84 
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Housing 
-URNisHiNGs & Equip im 



Jqusekeeping Supplies 

TMNTAINENCE S Re 

VARIABLE Utility 



IRS 
PENSE 



electric. 
Telephone 
Fuel 
Other 

Clothing 

-RCHASE • . • 

Cleaning & Laundry 

-TERATIONS 

Transportation 
Gasoline and Oil 
Repairs 

, Tires . ■ 
Public Transportation 

toiGAL Care ' 
Doctor Bills 

rtDICINES 

Dental Care 

Personal Care 
Cos^€TIcs ' 
B*\rber and Hairdresser 
Other 

Recreation 
VACATION AND Trips 
Recreational Equipment 

.fcNTERTAirWENT 
,iTION . 

:hool Supplies 




FIXED EXPENSE TOTAL 
.(from previous page) 



Planned 



Month 



Actual 



19 



FT OR (-) 



$: 



$: 



$_ 



DKS'& Reading M<\terials $1 

Gifts AND' CofSnRiBUTiavis i_ 

Personal Allowances $_ 

' Wim. EXPENSE TOTAL $ 



$■ 



$: 

$ 

$_ 



$_ 



$_ 



$ 



$. 
$_ 
$ 



$: 



$_ 



1 

:;_ 



$ 

s 



$ 
$ 



$_ 
$_ 
$_ 
$_ 



AfWIML MIOSET WORKSHEET FOK YEAR 19 

Fl)«D_E»ENSES: 
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Mortgage 
or Rent 



Fixed Utility 
Payments 



Insurance 



Installment 
Payments > 



Notes Payable 



Li censes s hees, 
and Dues 



Tuition 



Planned 
Savings 



E mergen cy Fund 



Variable Expenses: 



Food 



Housing 



Hothi 



iransportation 



Medical Care 



Dental Care 



Personal Care 



i 



Recreation 



Education 



Gifts and 
Contributions 



^er^songl 
Allowances 





86 



90 



Pm Expenses; 
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Taxes 



Mortgage 
or Rent 



Fixed Utility / 
Payments 



Insurance 



Installment 
Payments 



Notes P9a*Me 



Li censes » Fees, 
and dues 



Tuition 



Planned^ 
Savings 



Emergency Fund 



Food 



Clothing 



Transportation 



Medical Care 



Dental Care 



Personal Care 



Recreation 



Education 



Gifts and 
Contributions 



Person al 
Al lowances 



ERLC 



87 . . 

91 
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IV. HANDLir^ FINANCIAL PROBLEMS 



Major (kjEcrivE : 



To IDETfTIFY CAUSES AND WAYS TO ALLEVIATE FREQUENTLY OCCURRING FINANCIAL 
PROBLEMS. 



Specific (kj^cTiVF.q: 

Jo IDEfn'IFY SEVERAL FREQUENTLY OCCURRING FINANCIAL PROBLEMS. X 
To LIST TYPICAL CAUSES OF FINANCIAL PROBLEMS. 

To l/ri LIZE SEVERAL FORMULAS FOR CALCUUT ir/G WHEN YOU ARE OVER-EXTENDED . 

To IDENTIFY MEASURES THAT -"AN BE TAKEN TO ALLEVIATE OVER-EXTENSION. 

. To LIST SOURCES OF ASSISTA., AND COUNSELING FOR OVER- INDEBTEDNESS. 

To EXAMINE BANKRUPTCY PRXEDURES AND THEIR USE IN SOLVING FINANCIAL. 
PROBLEMS. ^ 




For further information and suggestions on this manual and/or this 
Title I Consumer Education and Financial Management Project, pl6^e ' 
contact: 

, • •* • . 

; ^ l>r« Glen Mitchell, Project Director 

202 Wallace Annex 
Virginia Poly tedinic Ins titiite and S tate University 
Blacksburg , VA 24061 < 

Other materials in production for this project|include: • 

Pampl]ilets: . , ' , 

"Fraud and the ^Consumer" \ 

"Hoir to Buy a Used Car'V^ 

"Coi^tracts and the Consumer": ' ? 

"Warranties and the Consumer" 
"Credit and the Consunfer" 



Eduipational Modules : 



"Obtaining and Using Consumer Credit" 



1.. 



"Avol ilng Consumer Fratjds and Misirepresentatlons" 



^ . 1 



